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THE DESK TEST 


also proved | was a better typist 
than my boss ever knew! 


Time and time again, THE DESK TEST has proved the 
superiority of the Easy-Writing Royal. But something 
else happened, too! Operators found that they could 


type more easily, more comfortably, produce a greater 
amount of typing in less time on Royals. Why not let 
your secretary, in your own office, demonstrate the 
full meaning of Touch Control, Shift Freedom, and the 
many other amazing Royal improvements? Royal Type- 
writer Company, Inc., 2 Park Ave., New York City. 
World’s largest company devoted exclusively to the manufacture 


Copyright 1838, Royal Typewriter Company, Inc. 


of typewriters. Factory: Hartford, Conn. 


*The DESK TEST isa fact-finding trial. It costs nothing, proves everything. GET A 1 0-DAY DESK TEST FREE! 


Phone your Royal representative for information, or use the coupon below. Royal Typewriter Company, Inc. 
Dept. WC-238, 2 Park Avenue, New York City 


Please deliver an Easy-Writing Royal to my office for a 10-day 


WORLD'S No. 1 pall mela I understand that this will be done without 
2, || nT Tee : : - 
TYPEWRITER Wirt Name 
Street 
City 









































Cost Control 


Controlling costs is essential to effective man- 
agement, particularly in manufacturing plants. 
Standard costs and standard operations are con- 
trol-instruments that can be used in attaining 
planned results. The course of the American 
Academy of Accountancy on the subject of Cost 
Control is a training in modern effective man- 


agerial use of cost records. 


THE AMERICAN ACADEMY OF ACCOUNTANCY 


EXECUTIVE OFFICES 


720 North Michigan Avenue 
Chicago, Illinois 
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LIFE SCHOLARSHIP PRIVILEGE 


NE of the many attractive features of the home- 
O study training plan offered by the Inter- 
national Accountants Society, Inc., is the Life 
Scholarship Privilege, which entitles the subscriber 
to follow his own selection of a comprehensive 
post-graduate study program after finishing his 
diploma course. 
There is no additional charge for the Life Schol- 
arship Privilege. The total tuition cost is included 
in the reasonably low enrollment fee. 


The full I.A.S. curriculum consists of 250 les- 
sons. From among this wealth of up-to-date text 






































T whatever time he chooses, whether immedi- 
A ately following his completion of a diploma 
course or years afterwards, the I.A.S. graduate can 
continue to broaden his accounting knowledge by 
study of any advanced subjects which are included 





ACCOUNTING H—{_ CONTROLLER(G0Lessons) --—{ DIPLOMA k}— 
ELEMENTS  [oL_COST ACCOUNTANT (50 Lessons) DiP\oMA RK 
GENERAL PL PUBLIC ACCOUNTANT (50 Lessons) --—{ DIPLOMA }-— 

—— L—- EXECUTIVE CONTROL (50 Lessons) }——{ DIPLOMA — 


_}--{_OFFICE MANAGER (SO Lessons) [-—{ DIPLOMA ] 


I The I.A.S. representative in your city will be glad to answer any questions 
* regarding the Life Scholarship Privilege or any other of the many interesting 
features of this efficient method of home-study instruction in accounting. Or 
you may make inquiry direct by letter or postcard addressed as shown below. j 


material there are five separate groupings of elective 
lessons—the Controller group; the Cost Accountant 
group; the Public Accountant group; the Executive 
Control group; and the Office Manager group— 
each of which in combination with basic sections 


constitutes a ninety-lesson diploma course. 


Every I.A.S. subscriber who, within five years 
from date of enrollment, graduates from a diploma 
course may take up one post-graduate subject after 
another, with full instruction, grading, and con- 


sultation service on all the remaining 160 lessons. 
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( 160 lessons) 











in the present curriculum or any which are later 
offered. In our opinion this Life Scholarship Privi- 
lege gives a wider range of selectivity to each indi- 
vidual’s training program at /ess cost than is possible 
in accounting courses offered by other schools. 





INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 


a division o f the 


3411 SOUTH MICHIGAN AVENUE, 





ALEXANDER 


INSTITUTE 
ILLINOIS 


HAMILTON 
CHICAGO, 

















 —_ ee ON 


gages f+. 














The 


Controller 








VOL. VI 


FEBRUARY, 1938 





Lditortal Comment 


has long been recognized that accounting is not 
an exact science. The principles generally ac- 
cepted by controllers and public accountants are not 
written law and, consequently, lend themselves to 
various degrees of interpretation in local use. Those 
engaged in accounting practice have frequently been 
exposed to criticism for their failure to exercise prac- 
tical imagination and to improve its results for the 
good of industry, the stockholders and the eco- 
nomic well-being of the country. Criticism has 
been leveled to the extent that accounting reports 
are often examined according to the flexibility of 
judgment used in recording a set of financial facts, 
rather than in terms of standardized procedure 
adapted to a common code of analysis. The phi- 
losophy underlying such flexibility of action, how- 
ever, is not always self-imposed by the accountant. 

With the advent of regulatory measures over 
corporate endeavor on the part of government, this 
weakness in accounting practice was brought fully 
into focus, especially so upon enactment of the Se- 
curities Act of 1933, and the Securities Exchange 
Act of 1934, requiring the presentation of volumi- 
nous data. 

These admitted short-comings amount to an in- 
dictment and continue as a challenge not only to 
public accountants, but possibly to controllers as 
well. What correctives public accountants them- 
selves, in the absence of unified action, have failed 


to introduce, appear now to be in process of de- 
velopment by pressure from other sources. A pro- 
gram of these dimensions is gaining momentum 
through publication of ‘A Statement of Accounting 
Principles,” from the pens of three distinguished 
professors. Further progress in this program is 
assured by the activity of the Securities and Ex- 
change Commission insisting upon a more exact 
definition of standards of accounting to be followed 
by business generally. 

The Controllers Institute of America is taking an 
active part in this development. Its cooperation, 
tendered to the Securities and Exchange Commis- 
sion, through its National Board of Directors, and 
accepted at a meeting recently arranged with several 
members of the Commission, means that the prac- 
tical point of view of the controller will be enforced 
in standardization or simplification of accounting 
terminology and practice. Arising from this meet- 
ing is the conclusion that controllers have an im- 
portant contribution to make to the work of the 
Commission, and the further conclusion that an obli- 
gation rests upon The Controllers Institute to en- 
gage in cooperative activity which has as its objec- 
tive the clarification of corporate accounting and the 
financial reports resulting therefrom. 

HEnryY C. Perry, 
President, Controllers Institute of America. 
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Pre-Audit vs. Post-Audit of Federal 
Expenditures Proposed By Controller 


Replies To Questionnaire Circulated by Senator Vandenberg—Effort Being Made 
by Michigan Senator To Obtain Views of Accountants and Controllers, To Aid 
Him in Judging Governmental Reorganization Bills—No Opinion by Institute. 


NE United States senator at least 

is approaching the subject of re- 
organizing the departments of the fed- 
eral government and of doing away 
with the office of comptroller general, 
in a common sense fashion. This is 
SENATOR ARTHUR H. VANDENBERG 
of Michigan. SENATOR VANDENBERG 
is seeking the views of controllers and 
accountants, as a guide in formulating 
his policy with respect to the various 
measures that have been introduced, 
and written. 

The Controllers Institute of Amer- 
ica has not expressed an opinion on the 
subject of the proposed abolishment of 
the office of comptroller general. Its 
officers have refrained from doing so, 
believing that this is more of a politt- 
cal than an economic or business prob- 
lem. Then too, the opinions of mem- 
bers of The Institute on this question 
are probably so diversified that it 
would not be possible to formulate a 
pronouncement on the part of the or- 
ganization that would truly express 
their views. 

Individually, however, controllers it 
is felt can help in the proper solution 
of this problem by giving their views 
to senators and representatives, just as 
Mr. DANIEL H. BENDER has done in 
his letter to SENATOR VANDENBERG, 
as reported here. 

Mr. BENDER hopes for a pre-audit, 
instead of a post-audit, of government 
expenditures. That seems to be the 
principal point at issue, aside from the 
natural desire of Congress to retain 
control of expenditures and to have 
some officer reporting directly to it, 
outside of the control of the execu- 
tive. 

Mr. BENDER'S views are not, it 
must be emphasized, those of The In- 
stitute, though many controllers may 
agree with them. —THE Epiror. 


United States Senator Arthur H. 
Vandenberg of Michigan, is seeking 
information as to the proper place in 
the federal government of a control- 
ler general. He is making these studies 
in order to formulate his course of 
action with respect to the proposal to 
reorganize the government depart- 
ments and to do away with the office 
of comptroller general; and inciden- 
tally to create the office of budget 
director, responsible to the president, 
and with duties and responsibilities 
equivalent to those of a comptroller 
(as it is spelled in government circles) . 

Senator Vandenberg sent out a let- 
ter of inquiry on those points. How 
widely he mailed it, and to what list, 
is not known. One of the letters, at 
least, was directed to a controller who 
is a member of The Controllers In- 
stitute of America. 

Senator Vandenberg’s letter, dated 
January 21, read: 


SENATOR VANDENBERG’S LETTER 


“Please consider this letter just as 
personal as though it were not multi- 
gtaphed. I am seeking a quick response 
from accounting experts of the coun- 
try upon a matter of vital public im- 
portance which must soon be settled 
in the Senate. It is the sort of problem 
upon which you are entitled to have 
an expert opinion. In order to reach 
an adequate number of experts in ade- 
quate time I am forced to this method 
of address; and I shall deeply appre- 
ciate your cooperation if I may have 
an immediate response. 

“In the pending Re-organization 
Bill it is proposed to abolish an inde- 
pendent Comptroller General of the 
United States, answerable only to Con- 
gress, who has pre-control over gov- 
ernment accounts to determine that 
they are made in accordance with law 
before they are paid, and to substitute 


an executive administrator, answerable 
to the President, with the power only 
of post-audit. The change is obviously 
a particularly vital one at a time when 
the government is spending some ten 
billions a year in a wide variety of 
executive enterprises. 

“I am anxious to know your view 
of this matter as a problem in account- 
ing and without respect to any of its 
political implications. On the basis 
purely of a problem in appropriate 
accounting, will you be good enough 
to answer the following questions. 
You can note your answers on this same 
sheet if you wish; or I shall be glad 
to have your more extended discus- 
sion. 


“Q. Do you believe that an inde- 
pendent Comptroller General of the 
United States should be abolished 
and an executive comptroller, an- 
swerable primarily to the President 
substituted ? 

“Q. Do you believe that a pre- 
control of government accounts 
should be abolished in favor of only 
a post-audit ? 


“If I may have your answer by re- 
turn mail, I shall be greatly indebted 
to you for your cooperation. Thanks 
in advance. Your answer may be di- 
rected to me at the Senate Office Build- 
ing, Washington.” 


Mr. BENDER’S SUGGESTIONS 


Mr. Daniel H. Bender, replying to 
Senator Vandenberg’s letter, wrote: 


“I have your letter of January 21. 

“The broad power given to the 
Comptroller General by Congress has 
placed on him a great responsibility. 
He must, therefore, necessarily adhere 
strictly to the wording of the various 
acts appropriating funds and must 
base his decision on his interpretation 
of these acts in approving or disap- 
proving vouchers. That this func- 
tioning of the Comptroller General 
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has hampered the Presidents who have 
served since the creation of this office 
is only natural. No business could be 
successful if a comptroller were given 
the power to restrict its president in 
the expenditure of funds appropriated 
by the Board of Directors. 

“It is my opinion that no change 
should be made in the office of the 
Comptroller General unless other 
changes were made simultaneously in 
accounting methods and procedure to 
permit Congress to retain adequate 
control over expenditures. 

“I favor the retention of the Comp- 
troller General with all the duties now 
assigned to him, excepting that his 
should not be the final decision. His 
decisions should be subject to the Pres- 
ident’s interpretation in controversial 
cases. In overriding the Comptroller 
General, the President would assume 
full responsibility for his act and the 
Comptroller would be automatically 
relieved. The Comptroller under this 
arrangement would function in the 
same manner as a Comptroller of a 
business corporation, and would be 
under the jurisdiction of the President. 
He would be the President’s represent- 
ative in dealing with the various de- 
partments on matters of accounting 
and finance. The functions of the di- 
rector of the budget properly belong 
under the Comptroller General. 

“Congress, however, should by all 
means retain control over expenditures, 
and should receive current information 
more promptly than under present pro- 
cedure. It should, therefore, create 
the office of Auditor General, who 
would be its representative in all de- 
partments and answerable to it. The 
staff of the Auditor General should be 
competent men trained in accounting 
and business. He should have an as- 
sistant in each department, whose re- 
sponsibility it would be to audit all 
transactions currently. Approval of 
all vouchers by the Auditor should be 
a requisite for payment. 

“The Auditor General should be re- 
quired to render monthly reports to a 
Committee of Congress in such detail 
as they may want, but detailing all cases 
referred to the Comptroller General 
with a report of their final disposition. 

“Under this procedure Congress 
would have a far better control than 
it now has. It would be dealing with 
current events and not with history. 
Congress would have the assurance and 
disbursing officers would have the 
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protection that the vouchers passed for 
payment had been audited and found 
correct for payment. 

“Objection may be raised to the 
principle of a pre-audit on the ground 
that it would interfere with the prompt 
payment of vouchers. That this would 
not be the case I demonstrated over a 
period of 27 months during the War, 
when it was my privilege to have 
served as Comptroller General of the 
Emergency Fleet Corporation. How 
well this system functioned you may 
determine from the information given 
by Mr. Charles Piez, in the form of a 
printed report, before the Walsh Com- 
mittee investigating the United States 
Shipping Board. During that 27 
months’ period I approved payments 
of nearly $3,000,000,000, all of which 
were pre-audited and paid promptly, 
so that discounts were earned in an 
amount sufficient to pay for the con- 
struction of one ship, which was named 
The Auditor. 

“To sum up, my answers to your 
questions are briefly: 


“1. I would favor the substitution 
of an executive Comptroller answer- 
able primarily to the President, pro- 
vided, however, other changes in the 
organization and procedure are made 
to permit Congress to retain control of 
expenditures. 

“2. No control of Government ac- 
counts should be abolished, in fact, 
it should be strengthened by a pre- 
audit of all vouchers before payment.” 


The Controllers Institute of Amer- 
ica as a body has not expressed an 
opinion on this subject, and Mr. Ben- 
der’s views must be regarded as his 
personal opinion. 


BUFFALO AND SYRACUSE 
CONTROLS ORGANIZE 

Meetings of the Syracuse and Buf- 
falo Controls of The Controllers In- 
stitute of America were held January 
27 and February 1, respectively. These 
were organization meetings, officers 
were elected, and committees named: 

Mr. George K. Chrismer, of the 
Easy Washing Machine Company, was 
elected president of the Syracuse Con- 
trol; Mr. Frank E. Davis, of the Na- 
tional Gypsum Company, accepted the 
office of president of the Buffalo Con- 
trol, to which the members elected 
him early in January. 


33 





Officers and Directors 


OF AMERICA 


President 
HENRY C. PERRY 


Gardner, Massachusetts 
Vice-Presidents 
ARTHUR E. Davis 


New York City 
HERBERT A. GIDNEY 
Gulf Oil Corporation 
Pittsburgh 
F. G. HAMRICK 
American Smelting & Refining Co. 
New York City 
ERNEST L. OLRICH 
Munsingwear, Inc. 
Minne4polis 
Eart D. PAGE 
Phila. & Reading Coal & Iron Co. 
Philadelphia 
Treasurer 
O. W. BREWER 
American Gas Association 
New York City 
(Note: The officers are also directors) 
Managing Director 
ARTHUR R. TUCKER 


Directors 

J. J. ANZALONE 
The Chesapeake Corporation 
Cleveland 

WILLIAM CRAEMER 
Sun Shipbuilding & Dry Dock Co. 
Chester, Pennsylvania 

RopNEY S. DURKEE 
Socony-Vacuum Oil Company, Inc. 
New York City 

FRANCIS B. FLAHIVE 
Columbia Gas & Electric Corp. 
New York City 

J. D. HARTMAN 
The McCall Corporation 
New York City 

THOMAS H. HUGHES 
General Printing Ink Corporation 
New York City 

ALBERT J. LANSING 
Colgate-Palmolive-Peet Company 
Jersey City 

EARL L. PANGBORN 
Commercial Solvents Corporation 
New York City 

Leroy V. PoRTER 
New York Central System 
New York City 

O. GoRDON PRITCHARD 
Simmons Company 
New York City 

Roscoe SEYBOLD 
Westinghouse Electric & Mfg. Co. 
Pittsburgh 

J. S. SNELHAM 


New York City 
PAUL J. URQUHART 
Aluminum Company of America 
Pittsburgh 
S. L. WHITESTONE 
General Electric Company 
Schenectady 





CONTROLLERS INSTITUTE 


The Heywood-Wakefield Company 


The Royal Typewriter Company, Inc. 


The Continental Can Company, Inc. 














What Federal Social Security Act 
Now Requires From Employer 


Review of Procedures Developed In First Year of Operation Discloses 
That They Involve a Vast Recording and Reporting Job—Collecting 
the Tax and Accounting For It—Paper by Mr. HERBERT A. EHRMANN. 


NDER the general title, ‘Social 

Security Accounting,” Mr. HER- 
BERT A. EHRMANN, of the Consoli- 
dated Edison Company of New York, 
Inc., presented a paper at the first an- 
nual accounting convention of the 
Edison Electric Institute at Detroit, on 
November 10, 1937. This paper was 
more than a description of social se- 
curity accounting. It served to present 
a picture in clear outlines of what the 
Social Security Act, and the unem- 
ployment compensation laws of the 
various states, mean to business con- 
cerns in the way of record keeping 
and report making, as well as in ac- 
counting. 

The sum total is staggering, in the 
opinion of the editor. Form after 
form has been devised. Compiling 
the information called for by these 
forms has become a time consuming 
matter. MR. EHRMANN points out pit- 
falls to be avoided, summarizes the 
general results of rulings made to 
date, and points out the most efficient 
ways to comply with the law. It is a 
noteworthy and valuable compilation, 
the result of far reaching ‘studies car- 
ried on over a long period. Mr. Enr- 
MANN’S work has served to put him in 
the forefront of this field. 

The substance of Mr. EHRMANN’S 
paper is presented here, by his cour- 
tesy. 

—THE EpITor. 


The Social Security Act was for all 
practical purposes an entirely new 
type of legislation, and therefore 
placed a considerable strain upon 
management in arranging for the de- 
tailed procedures required to meet 
the demand of the laws enacted. 

Those organizations which are lo- 
calized in one State have a relatively 





simple task in interpretating these 
various laws, while those companies 
whose activities embrace several 
states are not so fortunate. 

Generally speaking, it can be said 
that the problems which a year ago 
appeared to be of major proportions 
have now been clarified materially 
through interpretive rulings, opin- 
ions and decisions which have been 
handed down by the Bureau of In- 
ternal Revenue and by the various 
state administrators of unemploy- 
ment compensation. These decisions 
have been tremendously helpful. 

Companies operating in several 
states still find that they are deluged 
with a variety of forms and reports 
required by the various state admin- 
istrators, but there is now a fairly 
well defined tendency toward the sim- 
plification of rules and regulations to 
the end that reporting and record 
keeping may be greatly reduced in 
detail. This, everyone will agree, is a 
highly desirable trend. é 

The Controller of today must keep 
abreast of the laws and the regula- 
tions interpreting them, and he is 
further charged with the responsibil- 
ity of adopting the necessary in- 
ternal procedure of coordinating the 
problems of management among the 
various departments affected, and of 
assigning definite responsibility to 
make certain that all phases of the 
laws are complied with. ; 

Because record keeping in connec- 
tion with the excise tax on employers 
and income of employees under Title 
VIII of the Social Security Act pre- 
sents a major problem to all em- 
ployers, this paper will be confined 
largely to the administrative prob- 
lems of this section of the act. 


THE SOCIAL SECURITY BOARD 


There is no need at this time to go 
into a minute description of the or- 
ganization of the Social Security 
Board. General offices are main- 
tained in five buildings in Washing- 
ton and in one building in Baltimore, 
the administrative detail being under 
the control of regional directors in 
twelve centers now having approxi- 
mately 315 field offices. The majority 
of the detailed records of the Social 
Security Board in connection with 
wage earners’ records are maintained 
in the offices in the Candler Building 
at Baltimore, Maryland. Claims are 
reviewed and decided in the board’s 
offices in Washington. 

Most of the operations in the Balti- 
more plant are performed through 
the use of punched cards which once 
completed and verified are used to 
actuate machines in— 

(a) Sorting the card in any order desired; 

(b) Reproducing the information in print 
on any surface; 

(c) Reproducing duplicate cards; 

(d) Comparing the master name cards 
with other punched cards which con- 
tain the same information; 

(e) Collating the cards with related con- 
trol information. 


Visitors will be greatly impressed 
by the amount of verification and 
checking which the Social Security 
Board has introduced in order to 
have this work done as accurately 
and as expeditiously as possible. They 
will also be impressed by the meth- 
ods and procedures set up and the 
controls established for each opera- 
tion. 

When the registration cards of 
employers—SS-4—teached the offices 
of the Industrial Classification Divi- 
sion of the Social Security Board at 
Baltimore, they were sorted in alpha- 
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betical order and then arranged by 
collection districts as established by the 
Bureau of Internal Revenue. By a 
special processing these cards were 
numbered and then sufficient photostat 
copies were made of each application 
to provide one for each district office 
of the Collector of Internal Revenue 
and each regional office of the Social 
Security Board. 

It is the intention to classify all 
employers registered into the various 
classifications of business. This phase 
of the work is now under way. 


EMPLOYEE'S RECORD OF WAGES 

The employee’s master card is 
used in preparing the individual em- 
ployee’s record of wages ledger 
sheet. These ledger sheets were 
printed in continuous fanfold form 
in unit blocks of 1000 and were proc- 
essed through the machine in that 
particular manner. At the top of each 
form spaces were provided for the 
employee’s name and social security 
account number and columns were 
provided to show the employer's 
identification number, the total earn- 
ings to date, the earnings within a 
period, and the month and year of 
period covered. 

After the ledger sheets were 
headed up, they were separated and 
filed for future reference and post- 
ings. No individual record is main- 
tained on these ledger sheets of the 
taxes collected from the individuals 
by the employer. The total amount 
of wages appearing on the individual 
ledger sheet is used to verify the 
amount of wages entered on the re- 
ports from employers and applica- 
tions for benefits when the individual 
reaches the age of 65 or when the in- 
dividual dies. 


REGISTER OF ACCOUNTS ESTABLISHED 


From the punching on the em- 
ployee’s master card, a register of 
accounts was established in duplicate, 
100 accounts to the page, and bound 
into books for ready reference. The 
original will be maintained in the 
wage records division at Baltimore 
and it is quite possible that the du- 
plicate copy may be used in field 
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offices of the Social Security Board 
for the account numbers assigned in 
those particular areas. 


ACTUARIAL CARD 

An exact duplicate of the em- 
ployee’s master card was prepared 
for actuarial purposes on a card titled 
“Actuarial Card.” These cards were 
sorted in alphabetical (Soundex) se- 
quence and then alphabetical index 
strips were prepared. The cards are 
retained by the statistical unit of the 
board for use in making statistical 
computations and actuarial studies. 


ALPHABETICAL INDEX 


From the actuarial card the al- 
phabetical index strips are prepared 
and then inserted in panels. These 
strips are known by the trade name 
of Flex-O-Line and consist of flexi- 
ble wood and fibre strips approxi- 
mately 8 inches long and 3% inches 
wide. Each panel of strips holds 
slightly more than 100 names. Ap- 
proximately 333,000 panels were 
used to accommodate the registra- 
tion up to September 30, 1937. 

The names are coded according 
to sound instead of by the letters in 
the name. A code known as the Rus- 
sell Soundex Code is used for this 
purpose. This alphabetical arrange- 
ment has been found most conveni- 
ent for alphabetical filing because it 
neutralizes mistakes in spelling. 


CLAIMS 


A lump sum payment is made as 
provided under Title II of the So- 
cial Security Act to an employee who 
reaches age 65, in the event that he 
is not eligible for monthly retire- 
ment benefits, or to his widow or estate 
if he dies before attaining age 65. 
This settlement is made on the basis 
of 314 per cent. of the salary or 
wages received after December 31, 
1936 in covered employment. An 
employee is not required to retire at 
age 65 in order to receive the lump 
sum benefit. 

All claims for lump sum settle- 
ments, which are now being paid, 
are handled through any of the field 
offices of the Social Security Board 
and sent by them to the adjudication 
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section of the Social Security Board 
at Washington for adjudication. 
There are five types of claims forms, 
one for each type of claim and rela- 
tion of claimant, samples of which 
may be secured from any of the field 
offices of the Social Security Board. 

The following forms have been 
prepared for use in connection with 
applications for lump-sum benefit 
payments: 


Form OAC-1001—Statement of Employer. 

Form OAC-1002—Wage Earner’s Appli- 
cation. To be used by employee who has 
attained age 65. 

Form OAC-1003—Widow’s or Widower’s 
Application. To be used where employee 
died without leaving a will, or where 
there is no administrator of the estate. 

Form OAC-1004—Close Relative’s Appli- 
cation. To be used where an employee 
dies without leaving a will or surviving 
spouse, for a claim filed by a child, or 
parent of deceased employee. 

Form OAC-1005—Executor’s or Adminis- 
trator’s Application. To be used by 
executor or administrator of estate of 
the deceased employee. 

Form OAC-1006—Guardian’s or Commit- 
tee’s Claim Form. To be used by guard- 
ian or committee of legally incompetent 
employee. 


The seal of a notary public is not 
necessary on claims of $100 or less. 
In such cases the claimant’s signa- 
ture may be witnessed by: 


1. Any official of the federal or state gov- 
ernments, subdivision of state or munic- 
ipality, who personally knows the ap- 
plicant; or 

2. Two disinterested witnesses. 

Monthly benefits will not be paid 
before January 1, 1942. To be eligi- 
ble for a monthly benefit, an em- 
ployee must earn at least $2,000 in 
covered employment between De- 
cember 31, 1936, and the date on 
which he attains age 65, and he must 
work for wages on some five days 
after December 31, 1936 and before 
he attains age 65, each day being in 
a different calendar year. It is to be 
noted that no one can qualify for 
monthly benefits until after January 
2, 1941, and that no monthly benefits 
will be paid before January 1, 1942. 


EMPLOYER PROBLEMS 


The foregoing gives a general idea 
of the procedure developed to date 
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in the Baltimore and Washington 
offices. This brings us to the matter 
of the problems the employers face 
in conforming with the law as en- 
acted and with the regulations and 
interpretations issued. 

Under Title VIII of the Act, every 
person is an employer who employs 
one or more individuals in an em- 
ployment not specifically excepted. 
The period of employment and the 
number of individuals employed are 
immaterial. . 

Under Title IX of the Act, a per- 
son is an employer if he employs 
eight or more individuals on each of 
some twenty days during a calendar 
year, each such day being in a differ- 
ent calendar week, provided they are 
not performing services in excepted 
employments. 

No distinction is made between 
classes or grades of employees. An 
officer of a corporation is an em- 
ployee of the corporation, but a di- 
rector, as such, is not. A director may 
be an employee of the corporation, 
however, if he performs services for 
the corporation other than those re- 
quired by attendance at meetings of 
the board of directors. 

Honorary officers of a corporation 
who receive no compensation there- 
fore, are to be included when de- 
termining the number of employees 
for purposes of establishing the com- 
pany’s liability for payment of tax 
under Title IX (Unemployment Tax 
on Employers of Eight or More Per- 
sons) of the Act. 

Under certain of the state unem- 
ployment compensation laws, non- 
salaried officers are not considered as 
employees in determining whether a 
person or company employs a suf- 
ficient number of individuals to be 
an employer subject to the law. Un- 
der Title VIII and IX they must be 
considered as employees. 

Casual labor, one of the excepted 
employments, is defined as labor 
which is occasional, incidental and 
irregular. According to the regula- 
tions, casual labor performed for a 
corporation does not come within 
this exception under Title VIII of 
the Act. Casual labor, unless the per- 
son is an independent contractor, is 
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not excepted under Title IX of the 
Act and under many state laws. 


SocIAL SECURITY ACCOUNT 
NUMBERS 


Without question the matter of the 
employee’s social security account num- 
ber used when reporting the taxable 
wages on the SS-2a form will cause 
confusion resulting in errors, all of 
which will not be attributable to em- 
ployers. They are errors which come 
about through new employment, the 
new employee frequently transposing 
the account number when entering the 
same on the application for employ- 
ment. In order to avoid confusion 
later when reporting taxable wages, 
personnel departments should be in- 
structed, in the case of new employees, 
to request actually to see the card and 
verify the name and account number 
indicated on the card with the data 
furnished on the application for em- 
ployment. If the new employee fails 
to carry his account number card, it is 
advisable to request him to bring it in. 

In the event that a new employee 
has not registered under the act, it is 
advisable to have him fill out the “Ap- 
plication for Account Number,” form 
SS-5, at the time he is employed and 
arrange for the forwarding of this 
application to the field office of the 
board in order to avoid any confusion 
at the time when the SS-2a informa- 
tional return forms are due. 

The instructions for preparation 
of the SS-2a form provide that the 
employer enter on the back of the 
form the employee’s address and the 
name and the address of the agency 
(that is the Post Office or Social Se- 
curity Board Office) with which the 
application for account number on 
form SS-5 was filed and the date of 
filing for employees who do not have 
social security account numbers. 
Treasury Decision 4704 also makes it 
mandatory for an employer to file an 
SS-5 form for the employee who fails 
to file an application, stating the rea- 
son for failure to file. The board also 
has recently ruled that account num- 
ber cards will not be issued unless 
the date of birth is given. 

One company which makes a prac- 
tice of conducting a periodic survey 


of the addresses of its employees has 
included a space for the social secur- 
ity account number on the survey 
card, which is filled in by the em- 
ployee and is then checked against 
the most recent payroll and per- 
sonnel records. This should bring to 
light any errors or duplicate account 
numbers. 


EMERGENCY HELP 

At this point it might be of help 
to touch on the employment of emer- 
gency temporary help to see what 
some employers are doing regarding 
the account number of the individual. 

From time to time utilities and cer- 
tain other companies are confronted 
with the problem of emergency 
work, resulting in the employment 
of emergency helpers who in the 
majority of cases do not have social 
security account numbers, and pay- 
ments for services rendered are us- 
ually made through the medium of 
petty cash or through payroll drafts. 

Payment receipts for this caliber 
of service should include spaces for 
the insertion of the name, address 
and social security account number 
for the individual employed and in 
the event that the employee is un- 
able to furnish an account card the 
procedure as previously outlined 
should be followed. Payments made 
in this manner must be entered on 
the payrolls. 

The field offices of the Social Se- 
curity Board are now presenting to 
applicants for account number or 
duplicate account number cards, an 
advice approximately 3” x 5” in size 
as evidence that the applicant has 
applied for an account number card 
or a duplicate account number card. 
The purpose is to avoid the issuance 
of more than one account number 
card to the same individual. 

The account number of an in- 
dividual under the Carrier's Taxing 
Act may be used by a company regis- 
tered under the Old-Age Insurance 
section of the Act or vice-versa. 


INDIVIDUALS UNABLE To SIGN 
NAME 
In the case of an individual who is 
unable to sign his name on an “Ap- 














plication For Account Number” or 
“Affidavit By Employee,” it is neces- 
sary that he place his mark to the left 
of the space provided for his signa- 
ture in the presence of two witnesses 
who can write and who know the 
employee. The witnesses will sign 
the employee’s name in the space 
provided for his signature and im- 
mediately below, write the follow- 


ing: 


“Witness (name of witness), who wrote 
the name of (name of employee) above as 
his signature.” 


The witnesses will sign their names. 
A slight departure in this procedure 
is necessary for those unable to sign 
their name in the presentation of 
applications for claims. This will be 
touched on later in this report. 


REQUEST FOR EMPLOYEE DUPLICATE 
Carps—Form SS-5 


Quite frequently individuals will 
lose or misplace the social security 
account number card issued to them. 
In the company with which I am con- 
nected there have been 36 cases of 
this type. Requesting a duplicate 
card in most organizations is han- 
dled by the personnel department. 
The application should be forwarded 
to the office of the operation section 
of the Social Security Board at Balti- 
more, which will issue the duplicate 
card directly to the employee or if 
request is made, directly to the em- 
ployer. 


REGISTRATION OF EMPLOYEES OVER 
65 YEARS OF AGE 

Social security account numbers 
were issued to workers beyond the 
age of 65 in order to aid the states 
in the setting up of records for 
unemployment compensation pro- 
grams. State programs cover em- 
ployees of all ages while the wages 
received by workers for employment 
after they reach the age 65 are not 
included toward old age insurance 
under Title II of the Federal pro- 
gram. 

The issuance of an account number 
to these individuals will prove advan- 
tageous not only to the states but 
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also to employers in reporting wages 
to states, only one number being re- 
quired under this plan. 


EMPLOYEE'S REQUEST FOR CHANGE 
IN RECORDS 


While no definite procedure has 
been introduced as yet for employees 
to advise the Board of changes in 
name, date and place of birth, some 
large employers have secured ap- 
proval of the Board to use a form to 
handle this particular type of correc- 
tion. 

In one company more than 355 
such changes have been made since 
the registration. Most of these were 
caused by the marriage of female em- 
ployees, it being the company’s 
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policy that the married name be re- 
corded on all company records, in- 
cluding the payroll, even though the 
employee might be called by her 
maiden name in her department. 

It is very important that name 
changes of this nature be entered on 
the records maintained by the Board 
in order to avoid the reporting of 
taxable wages under two names at 
the end of each quarter and to avoid 
further confusion at the time of 
eligibility for lump-sum or monthly 
benefits. Procedure covering requests 
as described will be issued in the 
near future by the Social Security 
Board. 

Form OAAN-7003, titled “Employ- 
ee’s Request for Change in Records,” 
released on December 6, 1937. 


MONTHLY Tax RETURNS— 
Form SS-1 


The preparation of monthly em- 
ployer’s tax return (Form SS-1), if 
adjustments are apparent, offers 
some complications for employers. 
Errors are bound to occur in the prep- 
aration of any payrolls which may 
result in adjustments of wages, and 
employer and employee taxes. Ad- 
justment of errors in undercollection 
and overcollection of taxes may be 
classified as errors caused by 


1. Tax calculations. 

2. Improper classification of wages. 

3. Improper classification of wages due to 
discrepancies in date of birth. 


A close inspection of these types 
of errors leads to the following 
breakdown: 


1. Errors discovered in the same month. 

2. Errors discovered in the following 
month prior to the filing of the tax re- 
turn for the month in which the error 
was made. 

3. Errors discovered after the filing of the 
tax return for the month in which the 
error was made but within a quarterly 
information return reporting period. 

4. Errors discovered after the filing of the 
tax return for the month in which the 
error was made and after the quarterly 
information return was filed. 

5. Errors discovered after the employee 

has left the service of the company. 

Errors discovered after the death of an 

employee. 


6. 


o 
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Any adjustments made must be 
reported as such when making tax 
returns, and must be supported by a 
detailed statement and show that it 
was executed as part of the return. 

Treasury Decision 4778 issued under 
date of November 23, 1937, advises 
that monthly tax returns under Title 
VIII in the year 1938 would no longer 
be required and that tax returns are 
to be made and taxes paid on a quar- 
terly basis. 


Tax RETURNS WHEN EMPLOYERS 
Pay No TAXABLE WAGES 


It is quite possible that employers 
will, in some companies, have no tax 
returns to file under Title VIII of 
the Act. It is considered that an em- 
ployer who neither pays nor contem- 
plates paying any taxable wages com- 
plies with the provision of Articles 
401 and 402 of Regulations 91 if, in 
lieu of filing the returns as required, 
he executes and files an affidavit in du- 
plicate with the collector of internal 
revenue of his district. This affidavit 
should set forth: 


1. (a) That he has not paid any taxable 
wages after December 31, 1936, or 
(b) That no taxable wages have been 
paid after a certain date, and 
(c) That all returns have been filed 
covering taxable wages which were 
paid subsequent to December 31, 
1936. 

. That all employees are serving without 

remuneration. 

3. That the payment of wages is not con- 
templated. 

4. That the required returns will be made 
in the event that any taxable wages are 
paid in the future. 

5. That final returns will be promptly filed 
in the event he ceases to be an em- 
ployer. 


N 


Tax RETURNSOF EMPLOYERS WHO PAY 
TAXABLE WAGES ONLY AT REGULAR, 
SEMI-ANNUAL OR ANNUAL 
INTERVALS 

Employers who pay taxable wages 
at regular, semi-annual or annual in- 
tervals may be relieved from filing 
tax returns on Form SS-1 for the 
month within which no_ taxable 
wages are paid provided written ap- 
plication, in duplicate, is made by 
the employer to the collector of in- 
ternal revenue setting forth, under 
oath, the facts in his case and show- 
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ing the month or months within 
which wages will be paid. The col- 
lector is authorized to grant the ap- 
plication provided he is satisfied that 
the interests of the government will 
not be jeopardized thereby. 


TAX RETURNS OF EMPLOYERS WHO 
Pay TAXABLE WAGES AT IRREGULAR 
INTERVALS 

No exception will be made for 
employers who pay taxable wages at 
irregular intervals, or who pay tax- 
able wages at regular intervals but 
more often than semi-annually. Em- 
ployers of this type will be considered 
as complying with the provisions of 
the regulations if they file a tax re- 
turn on Form SS-1 for the first cal- 
endar month after December 31, 
1936, within which taxable wages 
are paid to their employees. There- 
after it will be necessary for the em- 
ployer to file a return on Form SS-1 
for each calendar month whether or 
not taxable wages are paid within 
such month. 


INFORMATION RETURNS—FOoRMS 
SS-2 AND SS-2A 

Care must be exercised to see that 
data are inserted on the form in the 
proper sequence. Many companies 
using stencils or plates do not have 
the data arranged in the prescribed 
order. In a recent mimeograph issued 
by the commissioner of internal reve- 
nue several outlines are presented, 
three arrangements of which are ad- 
vanced as being preferable. Employ- 
ers are also advised in this bulletin 
that when it becomes necessary to 
make new plates, they must conform 
to the recommended examples indi- 
cated. 

There is no need to review further 
at this time the preparation and con- 
tents of the ‘“Employer’s Summary 
Information Return,” form SS-2, and 
the “Employer's Report of Wages 
Paid to Each Employee,” form SS-2a, 
as everyone is familiar with these 
forms. But what happens to them 
may be of interest. 

In the case where an employer files 
an affidavit that no taxable wages 
have been paid and are not contem- 
plated being paid, it is not necessary 


to file the SS-2 report. For employ- 
ers who pay wages. at irregular in- 
tervals it will be necessary to file 
the SS-2 form for the first quarter 
in which taxable wages are paid; 
thereafter it will be necessary to file 
a return for each calendar quarter 
whether or not taxable wages are 
paid within the reporting quarter. 

In the event that no taxable wages 
are paid to an employee because of 
illness or other absence from duty 
during any calendar quarter, it will 
not be necessary for the employer to 
prepare and file the SS-2a form for 
the individual. 


ExTRA Copies OF WAGES EARNED 
RECORD ? 


It is the experience of most em- 
ployers that employees generally fail 
to keep a record of the wages they 
earn. Some employers, in order to 
assist the employee, and also to re- 
duce to a minimum the number of 
inquiries with respect to earnings of 
the employee, have arranged to fur- 
nish the employee with a copy of 
the information return statements. 

Some employers are taking the 
precaution to prepare a copy of these 
returns for their own files and ref- 
erence should any discrepancy arise. 
For employers of a large number of 
individuals, the storing of these rec- 
ords is likely to be burdensome. In 
several companies employing up- 
wards of 40,000 employees, photo- 
graphs were made of the adding 
machine tapes and the forms which 
were presented to the collector of in- 
ternal revenue, this being the most 
compact method for preserving these 
types of records. In one company of 
46,000 employees only 11/, cubic 
feet of space were required for stor- 
age under this plan for one reporting 
period. 

Upon receipt of the SS-2 and SS-2a 
forms in the office of the Collector 
of Internal Revenue, adding machine 
tapes for the taxable wages paid to 
each employee for the period are es- 
tablished in units or blocks of 1000 
individual reports and the totals re- 
ported are verified both as to money 
and number of employees for each 
employer. 











Employers presented their reports 
to the collector of internal revenue 
believing that they were in balance. 
Upon verification by the collector’s 
office it was found that some were 
not in balance, making it necessary 
for the employer to re-verify the de- 
tail presented, at considerable addi- 
tional labor and expense. 

In order to assist the collector of 
internal revenue in his duties of aud- 
iting all reports before they are pre- 
sented to the Social Security Board 
it is suggested that the individual 
“Employer's Report of Wages Paid 
To Each Employee,” be arranged in 
blocks of approximately one thou- 
sand (1,000) and that an adding 
machine tape be prepared and sup- 
plied with each block. The totals of 
the adding machine tapes of each 
block should equal the total amount 
of taxable wages inserted on the 
“Employer's Summary Information 
Return,” form SS-2. Presenting re- 
ports in this manner will eliminate 
confusion between the employer and 
the collector of internal revenue. 

After the verification is estab- 
lished, the SS-2a forms together with 
one copy of the SS-2 and a field 
block record form (a revenue depart- 
ment form) which includes the sum- 
marization of the number of em- 
ployees and the amount of taxable 
wages, are dispatched to the wage 
records division of the Social Secur- 
ity Board at Baltimore. 

Procedure for presenting Informa- 
tional Return to be revised to con- 
form with Treasury Decision 4778, 
issued under date of November 23, 
1937. Procedure to be issued early in 
1938. Forms still under review. 


PUNCHING OPERATIONS 

The Records Division then pro- 
ceeds to punch the information en- 
tered on the SS-2a forms on tabulat- 
ing cards (employees earnings card) 
verifying the detail punched and 
proving the amounts punched by 
tabulation with predetermined totals 
established by the collector's office. 
Only seven letters of the last name of 
the employee are punched. 

If the amount is in agreement they 
are sorted into account number order 


The Controller, February, 1938 


and collated by machine with related 
employee master cards. The cards, 
after sequence of numbers has been 
established, are now ready to be 
matched and posted to the wage 
earner’s ledger record. 

In this process the names are 
matched and any discrepancy re- 
jected. These rejections are checked 
with the employee's master card and 
the data on the SS-2a form. Employ- 
ers will be queried on wide varia- 
tions in name. 


EMPLOYER’S INFORMATION RETURN 
—Form SS-3 

Employers are required to furnish 
an information return on form SS-3 
for each employee who attains the 
age 65 or dies before attaining age 
65, on which will be indicated the 
taxable wages paid during the par- 
ticular quarterly period covered by 
the return, and taxable wages which 
have not been paid for the services 
of the employee. It is mandatory that 
these returns be filed on or before 
the fifteenth day after the date of the 
65th anniversary, or fifteen days after 
death. 

The employee shall furnish his 
employer with a written and dated 
notice of his date and place of birth 
in sufficient time prior to the attain- 
ment of age 65 so that the requisite 
affidavits may be prepared and ready 
to file with the return and so that the 
payment of taxes may be discon- 
tinued at the proper time. Employers 
shall notify the employees of the 
foregoing requirements. The em- 
ployer’s information return, form 
SS-3, together with affidavits by both 
the employer and employee in con- 
nection with those attaining age 65, 
shall be forwarded to the collector 
of internal revenue. 

When death occurs prior to the 
attainment of age 65, only the em- 
ployer’s information return, form 
SS-3, need be prepared and for- 
warded to the collector of internal 
revenue. 

The employer's information re- 
turn is reviewed for completeness by 
the collector's office and forwarded 
to the wage records division at Balti- 
more where the detail in the case of 
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anniversaries is cheked with the orig- 
inal application and a_photostat 
made thereof and forwarded to the 
adjudication section at Washington, 
where all papers in connection there- 
with are inserted in a folder under 
the name and account number of the 
employee and placed in a pending 
file awaiting the application for 
claim. 
RECORD REQUIREMENTS 

Under the regulations of both 
Titles VIII and IX no particular 
form of record is prescribed. Em- 
ployers may adopt such forms and 
systems as may best meet the require- 
ments of their business and will en- 
able the commissioner to ascertain 
whether the taxes for which the em- 
ployer is liable are correctly com- 
puted and paid. 

Generally, if an employer will ad- 
here to the detail record require- 
ments under Title VIII which are 
listed in Article 412 of Regulations 
91, he will have conformed with the 
requirements under the federal act. 

Record requirements of the state 
unemployment compensation’ laws 
vary and for that reason no attempt 
will be made to enumerate them. 


TERMINATION OF BUSINESS 

In order to conform to Article 308 
of Regulations 90 it is necessary that 
an employer who contemplates dis- 
continuing business either by retire- 
ment, by merger, consolidation or 
re-organization involving the trans- 
fer of assets, shall immediately give 
notice in writing of that fact. 

If the individual (an employer) 
subject to the tax, dies, notice shall 
be given in writing by the execu- 
tor or administrator of his estate as 
soon as practicable thereafter. 

In case of bankruptcy or receiver- 
ship proceedings or proceedings of a 
debtor who is an employer, the trus- 
tee, receiver or person designated by 
order of the court as in control of 
the assets of a debtor, shall give 
notice in writing of the adjudica- 
tion of bankruptcy through appoint- 
ment of the receiver or the filing of 
the debtor’s petition. 

These requirements must be met 
in order to conform to the regula- 
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tions under Title IX of the Act. The 
notice required shall be sent to the 
commissioner of internal revenue. 

For any person who ceases to be an 
employer under Title VIII of the 
Act, the Regulations provide that 
the last return on Forms SS-1, SS-2 
and SS-2a filed, shall be marked 
“FINAL RETURN” by the employer 
or person filing the return. Final re- 
turns under this title must be filed 
with the collector on or before the 
thirtieth day after the date on which 
the final payment of wages subject to 
tax is made for services performed 
for the employer. 

Attached to these final returns 
shall be a statement properly ex- 
ecuted, giving the address at which 
the records of the employer required 
by Article 412, will be kept, which 
shall include the name of the person 
keeping the records in the event the 
employer is deceased or his business 
is terminated. 

PAYROLL FORMS 

Payroll forms should be designed 
to meet the requirements of the par- 
ticular business and to meet certain 
of the record requirements under 
both the Social Security Act and the 
unemployment compensation laws of 
the states in which a company oper- 
ates, and incorporate such columns 
as will provide all of the information 
required for reports to be filed and 
the calculation of the taxes imposed 
at a minimum cost. 

Most employers, with respect to 
Title VIII, have provided two col- 
umns to enter wages, titling them as 
“Wages Subject to Tax” and “Wages 
Not Subject To Tax.” The total of 
the columns is the taxable wages un- 
der Title IX of the Act. A column 
should also be provided for the ‘““Em- 
ployee’s Tax Withheld.” 

Care must be exercised to be cer- 
tain that the proper captions are used 
for the various columns, especially 
when expenses are paid through the 
medium of the payroll. 


EARNINGS RECORDS 
In several informal conferences of 
employers representing various types 
of business, the contents of the em- 
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ployee’s earnings record fom were 
discussed and the consensus was that 
the earnings record for each indi- 
vidual should be maintained on a 
calendar year basis, and include only 
wages earned within a calendar year. 
It was also suggested that spaces for 
the accumulation of totals be pro- 
vided for the end of each quarter, 
in order to facilitate the preparation 
of reports to states (meaning certain 
of the states) and the quarterly in- 
formation return, form SS-2a, and 
also to show the earnings to date for 
individuals whose earnings it is as- 
sumed will exceed $3,000 within the 
calendar year in order that wages 
may be properly classified to insure 
the correct calculation of taxes to be 
withheld from the employee. The 
total for the calendar year is used to 
report earnings on the information 
return for the calendar year for in- 
come tax purposes for each indi- 
vidual. 

Data on earnings records should 
also include spaces for the insertion 
of the date of birth for all employees 
who will attain age 65 during the 
current year, also spaces for the dates 
of accession and separation and rea- 
son for separation. 

In order further to eliminate im- 
proper classification of wages, tickler 
files should be established for all em- 
ployees atttaining age 65 in the cur- 
rent year and checked at the begin- 
ning of each pay period so that 
advices may be issued to payroll 
clerks informing them of a change in 
wage classification and also to insure 
that the instruction regarding the 
preparation and filing of the em- 
ployer’s information return, form 
SS-3, within the fifteen day limita- 
tion clause is complied with. 

Some employers who perpetuate 
their payrolls through the medium 
of punched cards have arranged for 
the preparation of lists showing the 
earnings for each calendar quarter, 
which are posted to cards which 
show earnings only for the calendar 
quarter and for the calendar year— 
the card then portraying the earn- 
ings for ten or twelve years. 

It developed in these discussions 
of earnings records that many com- 


panies were including as income for 
employees such items as workmen’s 
compensation and compensation 
awards in spite of the fact that this 
is contrary to the rulings under Sec- 


tion 22(b)5 of the revenue act, 


which excludes such items from the 
gross income of the employee. 


STATEMENT OF TAX DEDUCTION 
To BE FURNISHED EMPLOYEES 
In order to comply with Regula- 

tions 91, Article 206, which relates 
to furnishing a statement of tax de- 
ductions to employees at the time 
payment of wages is made to em- 
ployees, a written statement shall be 
furnished by employers showing the 
amount of tax deducted from such 
wages. No particular form is pre- 
scribed in the regulations. 

An employer who assumes pay- 
ment of the employee’s tax imposed 
by Section 801, Title VIII, of the 
Social Security Act, without deduct- 
ing the amount thereof from the em- 
ployee’s wages must furnish the em- 
ployee with a written statement 
showing the amount of tax so paid. 


VOLUNTARY ASSUMPTION OF 
EMPLOYEE'S TAXES 

The voluntary payment by the em- 
ployer of the tax imposed upon the 
employee by Section 801 of the So- 
cial Security Act is regarded, for 
federal income tax purposes, as ad- 
ditional income taxable to the em- 
ployee and is deductible by the em- 
ployer as a business expense under 
section 23(a)(1) of the Revenue Act 
of 1936. On the other hand the vol- 
untary payment by the employer of 
the employee’s tax imposed by sec- 
tion 801 of the Social Security Act, 
without deduction thereof from the 
employee's remuneration, will not be 
treated as additional wages in the 
administration of the taxing provi- 
sion of Titles VIII and IX of the 
Social Security Act. 


WAGES 
No doubt many employers experi- 
enced some difficulty in trying to 
follow the law with respect to tax- 
able wages literally as it is written. 
Under Title IX, Section 901 of 











the Act, excise taxes are to be cal- 
culated on the total wages payable 
to the individual regardless of the 
time of payment, while in Articles 
203 and 303 of Regulation 91, which 
refer to Title VIII of the Act, the 
tax attaches at the time the wages 
are either actually or constructively 
received by the employee. 

Wages are constructively received 
when they are credited to the account 
or set apart for an employee so that 
they may be drawn upon by him at any 
time. 

Most employers with whom this 
problem has been discussed are using 
the wages earned in a calendar year as 
the basis for reporting taxable wages 
and calculating taxes under the Social 
Security Act and state unemployment 
compensation laws. 

This course may prove to be more 
desirable and is recommended because 
of difference in tax rates of the various 
laws. Until all rates are the same it 
will necessitate splitting the payrolls 
at the beginning and end of the calen- 
dar year. The following items are con- 
sidered as taxable wages: 


Concession employees on a commission 
basis. 

Cash bonus paid in the year 1936 or after, 
attributable to services rendered after the 
effective dates of the law. 

Prize awards or bonuses paid to salesman 
in either merchandise or cash by the 
employer and not underwritten by the 
manufacturer or his agent. 

Amounts paid to stevedores. 

Payments made for idle time. 

Excess over payments made by State Na- 
tional Guard, jury commissioners for 
services, to bring total amount to nor- 
mal wage. 

The value of meals furnished employees. 

Excess over compensation payments in tem- 
porary disability cases. 

Advances to salesmen having drawing ac- 
counts. 

Wages paid to individuals employed by 
managing agents. (Real estate.) 

Payments to members of safety council for 
attendance at meeting held outside of 
working hours. 

Compensation for piecework for services 
performed in the home. 

Accounted for tips. 

The fair rental value of space of shoe 
shine stands when privilege to operate 
is granted porters in exchange for serv- 
ices. 

Wages paid to janitors serving several 
property owners. 
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Wages of extra waiters. 

Promissory notes as remuneration. 

The value of lunches served gratis by the 
company. 

Tuition payments or any portion thereof 
paid to employees, for specialized train- 
ing. 

Wages of drivers operating trucks for 
trucking companies when furnishing serv- 
ices to only one company. 

Wages paid to employees temporarily dis- 
abled through sickness unrelated to their 
employment and who are continued in 
the employ of their employers. 

Commissions paid to employees for sub- 
mitting prospects. 


From the rulings issued it can be 
interpreted also that awards made to 
employees for reporting theft cases, 
and suggestions, are to be considered 
as taxable wages. 

Awards made for suggestions by 
employees are taxable wages in Treas- 
uty Decision 9091 (S.S.T. 232) is- 
sued under date of December 13, 
1937. 

NON-TAXABLE WAGES 


The following items are not consid- 
ered as taxable wages: 


Payments to employees pensioned prior to 
December 31, 1935, under Title IX and 
prior to December 31, 1936, under Title 
VIII. 

Tips paid directly by a customer and not 
accounted for to the employer by the 
employee. 

Wages paid for services performed outside 
the United States. 

Salaries received by members of a partner- 
ship. 

Cash bonus paid in the year 1936 or after 
attributable to services rendered prior to 
the effective dates of the law. 

Expenses when included in salary and ac- 
counted for to employer. 

Amounts paid to widows of deceased em- 
ployees in excess of compensation pay- 
ments for services. 

Workmen’s compensation payments. 

Pensions. 

Payment by employer of employee’s income 
tax imposed by Section 801. 

Royalty payments. 

Supper money (reasonable amount). 

Payments to trustees or referees in bank- 
ruptcy. 

Premiums on sick benefit insurance policy. 

Reasonable fixed mileage rate for automo- 
biles owned by employees and used in 
the employer’s business. 

Payments to agents who collect payments of 
gas and electric bills. 

Directors’ fees if paid as fees for attend- 
ance or participation in meetings. 

Payments made to permanently disabled 
employees. 
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Bonuses paid to salesmen by a dealer or 
manufacturer where the entire cost is 
underwritten by the manufacturer. 

Commissions paid to customers for sub- 
mitting prospects. 


PENSIONED EMPLOYEES 

Some companies having retirement 
plans of their own pension their em- 
ployees in some instances prior to the 
age of 65. The Bureau of Internal 
Revenue has ruled that if these em- 
ployees perform no services for their 
former employer, they do not occupy 
the legal relationship of employees 
with respect to such former employer 
and that the taxing provisions of 
Titles VIII and IX of the Social Se- 
curity Act are not applicable to such 
pensions. 


DISMISSAL WAGES 


When the Internal Revenue Bureau 
discussed the matter of interpretation 
of the phrase, ‘‘dismissal wages,” it 
was considered by many that the 
bureau viewed the definition of dis- 
missal wage to mean “pay in lieu of 
notice” because of discharge from em- 
ployment and a release by the em- 
ployer of the services of the employee 
rather than a bonus for faithful serv- 
ices. This class of wage is taxable 
under both Titles VIII and IX al- 
though certain states, in their inter- 
pretations, have come to the conclu- 
sion that these wages are not to be 
taxable. 


OTHER REMUNERATION 


Wages as defined also include the 
cash value of such items as board, 
rent, food, clothing, and the like. The 
values of these items may be entered as 
a memorandum on the payroll and re- 
corded separately on the earnings rec- 
ord for the individual. The method of 
recording these data presents a prob- 
lem to employers, especially for com- 
panies having mechanized plans, in 
which case this plan may offer some 
slight complications. 

Many employers who, in the prepa- 
ration of their payrolls, make other 
payroll deductions, have overcome this 
problem by converting the value of 
these items into dollars and increasing 
the employee’s wages by this amount. 
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making a corresponding deduction in 
each pay period which may be af- 
fected. 


INDIVIDUALS PERFORMING SERVICES 
FOR A SUBSIDIARY CORPORATION 


Many times the question has been 
asked relative to the status of certain 
individuals who perform services solely 
for a subsidiary of the parent com- 
pany, which is the employer of these 
individuals, the parent company or the 
subsidiary ? 

In the first case assume that the in- 
dividuals are employed by and per- 
forming services solely for a subsidiary 
of the parent company and that these 
individuals are paid initially by the 
parent company and the amounts 
thereof are billed to the subsidiary. 

It has been ruled that individuals 
who perform services solely for a sub- 
sidiary of the parent company and 
whose wages are paid by the parent 
company, the particular subsidiary in- 
volved being billed by the parent com- 
pany for the amount thereof, are em- 
ployees of the subsidiary for which 
they render services. The subsidiary is 
liable for the taxes imposed under 
Titles VIII and IX of the Act. 

Let us discuss another situation also 
relative to the status of individuals 
employed to handle such matters as ac- 
counting, auditing, purchasing, and 
the like, for the parent company and 
its subsidiaries. The individuals are 
engaged, supervised, paid and con- 
trolled by the parent company and the 
premises on which they work and the 
equipment used by them are furnished 
by the parent company. An opinion 
has been rendered stating that individ- 
uals who perform services for the par- 
ent company and its subsidiaries, and 
whose services are directed and con- 
trolled and whose wages are paid by 
the parent company, are held to be 
employees of the parent company. 

Each corporation of which an in- 
dividual is an officer is the employer 
of such individual, and any charges 
made by the parent company to a sub- 
sidiary which represents the remunera- 
tion of the individual as an officer of 
such subsidiary constitute wages paid 
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by the subsidiary within the meaning 
of section 811 (a) and 907C of the Act. 


Tax RETURNS UNDER TITLE [X— 
Form 940 


Returns have been made under this 
title and complete instruction as to in- 
sertion of data is included on the form. 

One point which should be men- 
tioned is the matter of reporting addi- 
tional wages after the tax return is 
filed. The regulations provide that no 
part of such additional contributions 
is allowable as a credit against the tax 
for the reason that the contributions 
must have been paid into the state un- 
employment fund before the date on 
which the return for the calendar year 
is required to be filed. 

Another point for companies hav- 
ing employees operating in more than 
one state is to determine at the end of 
the last quarter in the calendar year 
whether such wages have been prop- 
erly distributed under the state unem- 
ployment compensation laws of the 
states the employee worked in. 

Unless improper classifications are 
detected before the payment dates of 
taxes for the last quarter, it is quite 
likely that the employer will be tre- 
quired to file amended returns and 
apply for refunds and generally be 
unable to apply the proper credits on 
the amended federal return under Title 
IX after making the adjustment, there- 
by resulting in additional taxes. 


METHODS OF CHARGING TAXES 

The treatment of taxes, as between 
capital and expense, has been given 
considerable thought by controllers, 
many of whom are not in agreement 
with some of the conclusions reached. 

It develops, too, that rulings by fed- 
eral and state commissioners vary. Rul- 
ings issued by certain of the states con- 
flict with rulings issued by the com- 
missioner of internal revenue. Many 
companies charge these types of taxes 
to “Taxes” under “Operating Ex- 
penses” and take the proper deduction 
from income in the current year. 
Others capitalize that portion appli- 
cable to capital projects, and conse- 
quently must make a separation in 
their construction costs because of the 


fact that taxes of this type cannot be 
amortized and deducted from the in- 
come of future years in the computa- 
tion of taxable net income for federal 
purposes. 


STATEMENT OF EMPLOYER— 
ForM OAC-1001 


In order that benefits to wage earn- 
ers, their heirs and estates, can be paid, 
each employer for whom such eligible 
wage earner worked after December 
31, 1936, is requested to furnish the 
information called for by the statement 
of employer, form OAC-1001. 

The data on this form certify the 
amount of wages paid by the various 
employers for whom the wage earner 
worked and the form is required by 
wage earners in their application for 
lump sum benefits and by claimants in 
the case of death of wage earner in the 
payment of lump sum settlements. 

In the case of those wage earners 
who die and there is more than one 
applicant for the employee’s benefits, 
the employer need only furnish the 
wage information to one applicant. 
Other applicants may be advised of 
the name and address, if known, of 
the applicant for whom such form was 
executed. 

The amounts indicated on this form 
which accompanies the claimant’s ap- 
plication are verified with the detailed 
records at Baltimore, meaning the earn- 
ings posted to the wage earnet’s ledger 
sheet and any amounts reported on the 
employer's information return, form 
SS-3, later included in the case papers 
for the particular applicant and filed in 
the adjudication section at Washing- 
ton. 

Employers can avoid confusion and 
some considerable time and corre- 
spondence if they will prepare and 
forward the statement of employer, 
form OAC-1001, to the nearest field 
office of the Social Security Board in 
which the employee who attains age 
65 or dies last resided. 

An arrangement of this kind will 
tend to expedite the adjudication of 
the claim. 


POLICY WITH RESPECT TO CLAIMS 


The policy of employers varies in 
the handling of claims for benefits for 
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the employee who reaches the age of 
65 and in the matter of an estate 
settlement. Many companies have 
adopted a policy that they will assist 
the employee in filing the “Wage 
Earnet’s Application” for lump sum 
settlement for those who reach the age 
of 65. 

In case of death, the usual practice 
is to prepare immediately the ‘‘State- 
ment of Employer” form OAC-1001, 
indicating thereon the last known ad- 
dress of the deceased employee or the 
name and address of the widow, if 
such is known, and to forward the 
statement to the nearest field office of 
the Social Security Board, which pro- 
ceeds to determine the proper form of 
claim application to be filed. In some 
instances companies have assumed these 
duties and assisted in the handling of 
estate settlements. 

In the event that the applicant for 
the deceased employee’s benefits re- 
quests a “Statement of Employer” 
form, he is advised that this statement 
has been forwarded directly to the 
field office of the Social Security 
Board. Any correspondence with the 
claimants or the Board relating to the 
claims of an employee is filed in the 
credential folder of the particular em- 
ployee. 

Some individuals have the errone- 
ous impression in the case of filing 
claims for lump sum settlement, that 
if action in the presentation of the 
claim is deferred until some future 
date interest will accrue up to the time 
the claim is presented. Settlement can 
be based only on 314 per cent. of the 
taxable wages reported from January 
1, 1937, regardless of when the claim 
is presented. 

Instructions regarding the filing of 
claims are contained in a pamphlet, 
“Regulations No. 2, Federal Old Age 
Benefits under Title II of the Social 
Security Act,” recently issued by the 
Social Security Board. Employers who 
desire to be in a position to advise 
their employees or the estates of de- 
ceased employees about the filing of 
claims may secure copies of this 
pamphlet at the nearest field office of 
the Social Security Board. 

Particular attention is directed to 
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Article 307b of Regulations No. 2 
regarding employees attaining age 65 
whose taxable wages exceed $2,857, 
resulting in a lump sum settlement of 
more than $100. 


REQUESTS FOR Bids, PURCHASE 
ORDERS AND CONTRACT FORMS 


At this time it might be well to di- 
rect attention to the fact that requests 
for bids, purchase order forms and 
contracts should be reviewed to de- 
termine whether any of the clauses 
contained in such forms include pro- 
tection against those provisions of 
state unemployment compensation laws 
whereby the persons contracting to to 
the work or render the services assume 
specific responsibility for unemploy- 
ment taxes or contributions of his 
employees engaged in filling the order 
or contract. 


CONCLUSION 

Employers should use the good old 
rule of common sense when con- 
fronted with decisions or opinions 
which seem to be contradictory and 
confusing. It is also recommended 
that all employers feel it an obliga- 
tion to contribute what they can to the 
various administrators to help in sim- 
plifying and clarifying those laws and 
those interpretations which create con- 
fusion. 

Moreover it must be remembered 
that additional expense in the admin- 
istration of unemployment compensa- 
tion by the various states will result in 
limiting the possibility of payments of 
benefits to employees and increase the 
burdens of employers. Consequently 
I feel that every employer should urge 
the state authorities to see the neces- 
sity for simplifying procedure in the 
making of payments, and in the filing 
of reports, in all steps in the pay- 
ment of benefits, and also in eliminat- 
ing the preparation of statistical in- 
formation which perhaps will serve 
no useful purpose. 

As stated in the beginning of this 
paper, the Social Security Act was an 
entirely new type of legislation— 
therefore, cooperation between all of 
those involved is not only desirable 
but is absolutely essential. 
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THE UNDISTRIBUTED PROFITS TAX, 
by M. Slade Kendrick, a 108 page paper- 
covered pamphlet published by the Brook- 
ings Institution, Washington, D. C. 50 
cents. 

Last June most of our members received 
a questionnaire from Senator Steiwer in re- 
gard to the undistributed profits tax. About 
3600 questionnaires were sent out and 1560 
replies were received by the senator, who 
turned them over to the Brookings Institu- 
tion for an impartial analysis. This pam- 
phlet sets forth the results of that analysis. 

The analysis covers each question and 
aspect of the subject in detail. The conclu- 
sion reached is “unequivocally that the tax 
should be repealed. The general arguments 
in its favor pertaining to taxation equity, 
the distribution of income, and the control 
of the business cycle do not in the light of 
analysis weigh heavily as against the adverse 
effects of the tax in other ways. Its funda- 
mental weakness is that it limits the pos- 
sibility of prompt and flexible capital de- 
velopments and handicaps with particular 
severity a multitude of small and medium 
sized business enterprises. It bears with 
particular severity upon new companies or 
those which are endeavoring to recuperate 
from a period of misfortune.” 

The analysis suggests that if the tax is 
to be retained four amendments are needed, 
i.e, (1) a period of 75 days should be 
allowed after the end of the year for divi- 
dends; (2) about 60 or 90 days should be 
allowed after a redetermination of taxable 
income; (3) deductions should be allowed 
for losses during past three years (also in 
the case of other income taxes); and (4) 
capital losses should have equal treatment 
with capital gains. While such amendments 
would eliminate the more flagrant weak- 
nesses of the law they would not however 
warrant its retention. 

Reviewed by E. STEWART FREEMAN. 


SELECTED TABLES FOR BUSINESS 
AND FINANCIAL CALCULATIONS, or- 
ganized and arranged by Theodore Lang 
and William §S. Schlauch. Ronald Press, 
New York, N. Y. $2.50. 

This is a book of reference for people 
who have to use tables of reciprocals of 
numbers, simple and compound interest, 
sinking fund and amortization, logarithms, 
chain discounts, compound amounts, an- 
nuities and the present value thereof, 
aliquot parts, weights and measures, days of 
the year, and the like. In addition to 182 
pages of mathematical tables there are 35 
pages of illustrations and formulas for their 
use. 

Reviewed by E. STEWART FREEMAN. 


Two Spring Conferences of Controllers 

Two spring conferences of control- 
lers are to be held this year, one in the 
east and one in the mid-west—in New 


York and Chicago, respectively. De- 
tails will be in the mails soon. 
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Brief Items from Here 


and There of Int 





Bill Aimed at Competition Between 
Manufacturers and Own Dealers 


A bill aimed at the practices of some 
manufacturers of establishing retail stores 
in communities in direct competition with 
their own dealers has been introduced 
by Representative Wright Patman. Hear- 
ings were held on it in December and 
again in January, before the subcommit- 
tee of the House Committee on Interstate 
and Foreign Commerce. The bill would 
make this an unfair method of competi- 
tion in cases in which the effect of so 
doing would be substantially to lessen 
competition between such manufacturer 
and his customers, or tend to create a 
monopoly in such line of commerce or in- 
jure, destroy, or prevent competition. 


Another Form for Holding Companies 
To Execute 


The Securities and Exchange Commis- 
sion on January 12 announced the adop- 
tion of a new form and rules under the 
Holding Company Act to be used by pub- 
lic utility holding companies in making 
quarterly reports of security acquisitions 
as required by the general rules and regu- 
lations under the act. Heretofore these 
purchases have been reported by letters. 
What is believed to be a short and sim- 
ple new form, known as Form U14-1, has 
been adopted to provide standardization 
and uniformity in the case of acquisitions 
of securities which need not be separately 
reported. The new rule provides that 
holding companies should report by let- 
ter if no acquisitions are made. 


Article on Percentage Depletion 
by Dr. Henry W. Sweeney 


“Oilnotes” published by the National 
Oil Manufacturers Association, of Wash- 
ington, D. C., contains in its January, 
1938, issue an article “Percentage Deple- 
tion” by Dr. Henry W. Sweeney, a mem- 
ber of The Controllers Institute of 
America. Several articles on this sub- 
ject from the pen of Dr. Sweeney have 
been published in “The Controller.” 


Company Shows Personal Interest in 
Small Stockholders 


The Standard Oil Company (New Jer- 
sey) notes in its December, 1937, issue 
of “The Lamp” that it writes personal 
letters to stockholders who dispose of 
their holdings in the company, and pub- 
lishes a number of replies to those let- 
ters. One stockholder wrote: 


“The fact that you noted the removal 
of so small a stockholder from your books 
bespeaks a personal interest in each mem- 
ber of your corporate family, and makes 
me even sadder, if possible, that I no 
longer belong.” 

The same issue contains an interesting 
article describing the method used by 
United Parcel Service to make two deliv- 
eries daily for more than 300 leading de- 
partment stores in the New York City 
metropolitan area, using vehicles which 
cover 13,000,000 miles a year on their 
routes. 


Fourteen Tax Returns as Against 
Forty-Four Thousand Five Hundred 


In the “Saturday Evening Post” of Jan- 
uary 22, 1938, appear these startling fig- 
ures, to which the controller of that 
company, Mr. Walter C. Turner, a mem- 
ber of The Controllers Institute of Amer- 
ica, calls attention: 

“In 1927 the Curtis Publishing Com- 
pany filed fourteen tax returns with 
Federal, state and local governments. It 
cost $850 to prepare them. 

“In 1937 this company filed about 44,- 
500 tax returns, the cost of preparing 
which was $21,000. 

“In 1927 this company filed one tax 
return in Canada. In 1937 it filed one 
return there.” 


Disposition Made of Sixty Six Robinson 
Patman Art Cases 


An analysis of the Federal Trade Com- 
missions actions on 66 Robinson-Patman 
Act cases appears in the January, 1938, 
issue of ‘“‘Dun’s Review.” It is written by 
Blackwell Smith and Joseph H. McCon- 
nell, of Wright, Gordon, Zachry & Par- 
lin. The analysis points out that on 
July 17, 1937, orders were handed down 
by the Commission in the Kraft Cheese, 
and Bird, cases, in which the complaints 
which had been issued by the commis- 
sion were dismissed. The commission 
on July 23, 1937, reported to Represent- 
ative Wright Patman on 64 cases which 
had arisen under the act, but which had 
been disposed of by the commission with- 
out the issuance of formal complaints. 
Other proceedings are still in process. 
The commentators state that it is fortu- 
nate that the commission has generously 
made a public record of its lines of rea- 
soning and construction justifying dis- 
position of these cases. The most often 
used ground for dismissal was lack of 
injury. In 13 cases lack of injury to com- 


petition was the sole, or one of the 
grounds for dismissal of the case. The 
next most frequent ground for dismissal 
was lack of interstate commerce. There 
were 11 of these cases. Other grounds 
for dismissal included: Meeting compe- 
tition, no discrimination, act inapplicable, 
not like grade and quality, selection of 
customers, changing market conditions. 
Another cause for dismissal was lack of 
evidence of the facts which complainants 
had alleged to be in violation of the act. 


New Rule Covers Use of 
Pro Forma Balance Sheets 


The Securities and Exchange Commis- 
sion has announced adoption of the fol- 
lowing rule, MC9: 

The term “manipulative, deceptive, or 
other fraudulent device or contrivance,” 
as used in Section 15(c) of the Act, is 
hereby defined to include the use of finan- 
cial statements purporting to give effect 
to the receipt an application of any part 
of the proceeds from the sale or exchange 
of securities, unless the assumptions upon 
which such financial statement is based 
are clearly set forth as part of the cap- 
tion to each such statement in type at 
least as large as that used generally in the 
body of the statement. 

This rule is to become effective March 
1, 1938. 

Adoption of another new rule, 170, 
also to become effective March 1, 1938, 
is announced. The rule: 


Article 6. Prohibition of Use of Certain 
Financial Statements 


Rule 170. Prohibition of Use of Certain 
Financial Statements. 


Financial statements which purport to 
give effect to the receipt and application 
of any part of the proceeds from the sale 
of securities for cash shall not be used 
unless the sale of such securities is under- 
written and the underwriters are to be ir- 
revocably bound, on or before the date 
of the public offering, to take the issue. 
The caption of any such financial state- 
ment shall clearly set forth the names 
of the underwriters and the assumptions 
upon which such statement is based. The 
caption shall be in type at least as large 
as that used generally in the body of the 
statement. 


Business Concerns Provide Office Space 
for Government Agents 
There were 21,148 employees in the 
Internal Revenue service as of June 30, 
1937, according to the annual report of 
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the commissioner. Many business con- 
cerns have had to provide additional of- 
fice space for many of these and other 
government employees who are almost 
constantly at work in their offices, making 
investigations of one kind or another. 


Plan To Organize Association of Stock Brokers 


Mr. R. S. Richards, president of Pitts- 
burgh Stock Exchange and of the Asso- 
ciated Stock Exchanges, and Mr. J. Gates 
Williams, vice-president of St. Louis 
Stock Exchange and of the Associated 
Stock Exchanges, met informally with 
Chairman W. O. Douglas of the Securi- 
ties and Exchange Commission and Com- 
missioner John W. Hanes on January 15 
to discuss the possibilities of organizing 
a national association of stock brokers. 
The purpose of the visit of Mr. Richards 
and Mr. Williams was to acquaint the 
commission with the progress which has 
to date been made towards the formation 
of such an organization. Mr. Richards 
and Mr. Williams made it clear to the 
commissioners that at that time the plans 
were still in a tentative and formative 
state. 


The Case for Freedom from Federal Control 
of Wages and Hours 


“The Case for Freedom from Federal 
Control of Wages and Hours’ is the title 
of a pamphlet published in January by 
the Machinery and Allied Products In- 
stitute, of Chicago (221 North La Salle 
Street). That Institute will send copies 
on request to those interested. The 
pamphlet “voices an unequivocal opposi- 
tion to legislation which would endow 
the federal government with power to 
regulate wages and hours of workers in 
American business and industry.” 

The pamphlet points out that ‘“man- 
agement may well have, and does have, 
fear that dictatorial powers of an adminis- 
trator or an administrative board would 
prevent the exercise of business judgment 
essential to successful operation.” Statis- 
tics and graphs are presented which are 
of exceptional interest, and eight very 
definite conclusions are set forth. The 
pamphlet is accompanied by a card which 
asks, ‘Why are you concerned about fed- 
eral wage and hour legislation if you pay 
more than 40 cents and work 40 hours?” 


Would Return Subsidiaries to Independent 
Status 
The Securities and Exchange Commis- 
sion announced on January 15 that Wash- 
ington and Suburban Companies of Bos- 





Here is a question posed by 
Mr. Harold H. Neff, director of 
the Forms and Regulations Divi- 
sion of the Securities and Ex- 
change Commission, in a recent 
address before the American 
Management Association: 

“How is it possible for the ordi- | 
nary man (or any other man indeed) 
to adjudge a security on the basis of 
putative earnings in the future pro- 
jected from earnings in the past, if 
he is called upon to calculate the 
effect, upon such suppositious earn- 
ings, of the permutations and combi- | 
nations, including the application of 
leverage, springing from an inter- 
twined relationship of divergent | 
warrants, options, convertibilities and | 
other mutabilities exercisable at | 
varying price levels?” 











ton, Massachusetts, a registered holding 
company, has filed an application under 
the Holding Company Act (File No. 54- 
2) providing for divestment of its control 
over, and the return of, its local operat- 
ing subsidiaries to independent status and 
local management. The application was 
the first of this character to be filed with 
the Commission. 


Quarterly Reports, Three Months Late, 
Not Very Useful 


On the subject of quarterly reports a 
controller writes to the Controllers In- 
stitute of America: 

“The regulations (of the Securities and 
Exchange Commission), as you will re- 
call, require annual reports and ‘such 
interim reports as the Commission may 
prescribe.’ A great many companies, in- 
cluding our own, with foreign subsidi- 
aries scattered all over the world, would 
find it very difficult to submit quarterly 
reports to stockholders, the Exchange 
and the Commission within a reasonable 
length of time after the close of each 
quarter. We feel that the time element 
in issuing interim reports is important, 
and if it is going to take nearly three 
months to publish the results for the 
preceding quarter such reports may be of 
little benefit to the stockholders, and 
others... .. 


Internal Revenue Bureau To 
Charge for Extra Forms 


The Bureau of Internal Revenue an- 
nounces that it has been compelled to 
discontinue furnishing blank forms and 
regulations for other than tax purposes 
without making a charge for them. At- 
torneys, accountants, students, educational 
institutions or others desiring income 
tax forms or regulations for work sheets 
or reference purposes may purchase them 
from the Superintendent of Documents, 
Government Printing Office, Washington, 
D. C. This includes Forms 1040, 1040A, 
1041, 1065, 1120, and Regulations 94. 

The Bureau will interpose no objection 
to the reproduction of official forms pro- 
vided there is no deviation from the size 
and subject matter of such forms. 


Report on Utility Company Issues Sold 
and Offered 


The Public Utilities Division of the 
Securities and Exchange Commission, of 
which Mr. C. Roy Smith is director, has 
sent a report to the commission of se- 
curity issues of electric and gas utilities 
which were publicly offered or sold pri- 
vately during 1935, 1936 and 1937. The 
report lists 190 separate issues of vari- 
ous classes of securities and shows the 
price at which each security was offered 
to the public or sold privately, the price 
paid by the underwriters, if underwrit- 
ten, the net proceeds to the issuing com- 
pany, and the market price range. The 
letter of transmittal pointed out that 
“substantial portions of the data con- 
tained in the report were not readily 
available to the public prior to the en- 
actment of the Securities Act of 1933 and 
the Public Utility Holding Company Act 
of 1935. 


Some Intricate Problems Confront Tax 
Departments 


An advertisement of a tax service an- 
nounces publication of a report which it 
claims discloses how a taxpayer can se- 
cure full allowance in his federal return 
for worthless stock and bad debt deduc- 
tions; how he can properly transfer in- 
come and make it taxable to another per- 
son; how he can deduct salaries never 
paid; and how he can postpone the re- 
porting of income received “in advance.” 
Simply an indication of the multitude of 
intricate problems which confront the tax 
departments of business concerns. 












Accounting Principles of Today Are 
Summarized after Two Years’ Study 


Booklet Prepared by Professors SANDERS, HATFIELD and Moore Crystallizes What 
Are Believed To Be Correct Usages—Few Situations about Which Disagree- 
ment Is Possible, Say Authors—New Milestone in Development of Accounting. 


ONTROLLERS will be dee ply in- 

terested in the booklet whose 
publication is announced here, “A 
Statement of Accounting Principles.” 
Dr. THomAS H. SANDERS of Harvard 
University Graduate School of Busi- 
ness Administration, addressed The 
Controllers Institute of America in its 
fourth annual meeting in the fall of 
1935. He and the two other co-authors 
of this booklet rank as authorities in 
this field. 

To reduce current accounting prac- 
tices to “principles” is a monumental 
task. The authors point out that it is 
not the essential nature of a principle 
to forbid all courses of action save one; 
also that a rule of conduct which per- 
mits some courses of action and for- 
bids others is a principle. 

Crystallization of thought with re- 
Spect to accounting procedures is 
needed. This booklet will contribute 
to it, is a long step in that direction. 
The authors consulted with controllers, 
among others, in assembling their ma- 
terial. That there will be complete 
agreement with all the conclusions 
reached is doubtful, yet the very exist- 
ence of such a compilation of views 
concerning “accepted accounting prin- 
ciples” provides a useful set of stand- 
ards with which other proposed courses 
of procedure may be compared. 

Much will be heard of this booklet. 
It will be referred to frequently and 
consulted constantly. It is refreshing 
and stimulating, and should be excep- 


tionally useful. —THE Epiror. 


Of great importance to control- 
lers, as well as to public accountants, 
is publication of a booklet entitled 
“A Statement of Accounting Princi- 
ples” by Dr. Thomas H. Sanders, 
of Harvard University Graduate 


School of Business Administration; 
Professor Henry R. Hatfield of the 
University of California, and Profes- 
sor Underhill Moore, School of Law, 
Yale University. The booklet is 
copyrighted by Haskins & Sells 
Foundation, Inc., and is published by 
the American Institute of Account- 
ants. It represents more than two 
years of work by these eminent 
authorities, and should go far to- 
ward clearing the air with respect to 
present day accepted accounting 
practices. 

In a foreword it is stated that the 
American Institute of Accountants 
believes the material contained in 
this booklet “to be a highly valuable 
contribution to the discussion of ac- 
counting principles.” With this esti- 
mate it is easy to agree. 

The letter of invitation to Dr. 
Sanders asking him and others to 
undertake the work is a clear state- 
ment of the need that exists for 
something in the way of clarification 
of accounting standards, practices, 
and usages. The statement of what 
it is hoped to accomplish by this 
work says in part: 

“It is hoped that there may be 
established a body of principles 
which will become useful in unify- 
ing thought and which by its ac- 
ceptance will serve to standardize ac- 
counting practices. Such a body of 
principles would be valuable to cor- 
poration accounting officials who are 
responsible for the preparation of 
financial statements, to the account- 
ancy profession whose members have 
occasion to render opinions concern- 
ing such statements, to the legal pro- 
fession whose practitioners are re- 
quired to prepare corporate charters, 
indentures, and agreements involv- 


ing financial matters, to legislators 
who are charged with devising laws 
governing the organization and con- 
duct of corporations, and to reg- 
ulatory bodies and divisions of the 
government which administer laws 
involving accounting matters.” 

Further the letter of invitation 
said: “The Foundation expresses 
hope that the committee will canvass 
the material available for a study of 
the character contemplated, that it 
will seek the views and opinions, 
with respect to accounting principles, 
of accounting officials of corpora- 
tions, bank credit men, statisticians, 
prominent and experienced public 
accountants, teachers, practicing at- 
torneys, government officials, and na- 
tional and state accounting societies, 
and, in general, of any one who may 
wish to be heard, to the end that 
there may be evolved a reasonable 
number of accounting principles, 
based on practical business concepts 
of capital and income, which will 
merit the approval of those competent 
to judge of their soundness, and thus 
attain to general acceptance.” 

In transmitting the manuscript of 
the booklet its authors indicated the 
scope of their inquiry by saying: 
“The committee began its work in 
the summer of 1935. Before begin- 
ning the drafting of its statement of 
accounting principles, the committee 
made inquiry in four directions. 
First, by means of personal inter- 
views, supplemented by correspond- 
ence, the committee sought the opin- 
ions of competent persons as to the 
matters which should be dealt with in 
its statement, as to matters of current 
practice, and as to the more difficult 
and controversial relevant questions. 
Discussions were had in various parts 
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of the country with members of 
the several groups interested in 
accounting, the committee interview- 
ing as many of the persons whose 
opinions were sought as time per- 
mitted. Notwithstanding the inabil- 
ity of the committee to hear many 
whom it desired to hear, the investi- 
gation was carried far enough to 
make its results fairly representative 
of accounting opinion throughout 
the United States. Second, the ac- 
counting literature of the present 
and past was reviewed. Third, the 
necessary consideration was given to 
the statutes and decisions referring 
to accounting. Fourth, by an exam- 
ination of current corporation re- 
ports and the attached certificates of 
auditors, as well as by means of the 
interviews referred to, the commit- 
tee attempted to keep before it the 
current practices of accountants. 

“In the preparation of its state- 
ment the committee has attempted to 
set forth the principles and rules 
of accounting which dictate what 
should appear in the balance-sheet 
and an income statement and in the 
accounts from which they are com- 
piled. In its statement of principles 
the committee has, where it was 
judged desirable, included reason- 
ably complete reference, with cita- 
tions, to legal provisions of concern 
to the accountant.” 

In the Introduction the authors 
say, under the heading “Principles 
of Accounting”: “The accountant 
provides the principal business exec- 
utives with statements of financial 
condition and results prepared ob- 
jectively as to the facts reported, but 
subjectively as to an understanding 
of the needs of those who will use 
them. In this manner accounting 
performs its function of assisting 
even the most constructive and imag- 
inative efforts of the executives, 
which efforts must be based upon a 
clear understanding of the financial 
condition, cost of operation, and re- 
sulting income of the business.” 

This is an excellent statement of 
that portion of a controller’s respon- 
sibilities and duties which relates to 
accounting. 


The Controller, February, 1938 


The Introduction continues: 
“There is, it is believed, a corpus of 
principles of accounting which are 
generally accepted. It is true that 
they are not ‘written law’; they have 
not been codified; they must be 
sought in accounts and financial 
statements, in treatises, and in other 
evidences of professional opinion. It 
is true that they have not been 
adopted by vote of the profession. 
But that they have been accepted is 
evidenced by the common ways of 
thought and speech which make 
communication in accounting mat- 
ters possible, by the generally uni- 
form practice of all accountants 
when dealing with some situations, 
by the general agreement that, 
among all the possible ways of deal- 
ing with other situations, only a few 
can be used with propriety by the 
restrictions of controversy in respect 
of propriety to a relatively small 
number of situations out of the in- 
numerable number about which dis- 
agreement is possible. So fully is the 
existence of a body of accepted ac- 
counting principles recognized that 
accountants commonly state in their 
reports and certificates that the state- 
ments presented have been prepared 
‘in accordance with accepted princi- 
ples of accounting.’ 

“The existence of a body of gen- 
erally accepted accounting principles 
does not mean that there is only one 
proper accounting treatment for 
every situation with which the ac- 
countant must deal. For many such 
situations, there are available a num- 
ber of treatments which are in accord 
with the generally accepted princi- 
ples. But the affirmation of the gen- 
eral acceptance of accounting princi- 
ples does not mean that many and, 
indeed, most of the possible treat- 
ments are inappropriate. The failure 
to see that it is not the essential na- 
ture of a principle to forbid all 
courses of action, save one, that a 
rule of conduct which permits some 
courses of action and forbids others 
is a principle, explains, it is believed, 
the denial by some of the existence 
of accounting principles and their 
general acceptance.” 
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The booklet contains six parts: 
General Considerations, The Income 
Statement, The Balance-Sheet, Con- 
solidated Statements, Comments and 
Footnotes in Financial Reports, and 
Summary of Accounting Principles. 
It is a publication which constitutes 
a most valuable contribution to the 
literature of accounting—which 
marks a new milestone in the devel- 
opment of accounting. Controllers 
will undoubtedly wish to familiarize 
themselves with its contents. 

There is already a demand for the 
booklet, according to word received 
from the American Institute of Ac- 
countants. The booklet is priced at 
75 cents a copy. 


AUDITING PROCEDURE, by Paul E. 
Bacas, John T. Madden, and Arthur Henry 
Rosenkampff. Ronald Press, New York, 
N. Y. 442 pages. $3.75. 

This is a college textbook in auditing. 
Its purpose is to discuss the procedure fol- 
lowed in the office of a public accountant 
and in the examination of accounts in such 
a manner that it may parallel as closely as 
may be the progressive experience of the 
average junior who starts at the bottom of 
the ladder. 

The first chapter tells what qualifications 
the applicant must have to obtain employ- 
ment with a public accountant. The next 
tells him what sort of work to expect. The 
third chapter finds the new junior starting 
on the job and the fourth introduces him 
to his working papers and tools. The next 
seven chapters cover the various phases of 
audit routine. Other chapters discuss the 
reasons for audits, their scope and type, and 
the planning of the audit. ~ 

Part II consists of a chapter on each of 
the principal items in the balance sheet and 
statement of income. Then follow chapters 
on making reports and certificates, branch 
accounts, consolidations, budgets, and legal 
and ethical questions. 

The idea and the materials for this 
method of classroom presentation come 
from experience at New York University, 
School of Commerce, Accounts, and Fi- 
nance. 

Reviewed by E. STEWART FREEMAN. 


THE ACCOUNTING REVIEW for De- 
cember, 1937, contains two articles on de- 
preciation and one on German valuations, 
also articles on inventory policy, accounting 
for stock dividends, and basic accounting 
principles. THE EDISON ELECTRIC 
BULLETIN for December also has an- 
article on depreciation. 











Details of Constructive Industrial 
Relations Program Described 


Should Cover Policies, Organization, Personnel, Facilities,and Methods—Progressive At- 
titude Taken By Some Companies Years Before New Deal Arrived—Long Range Plan 
Effective—Training Should Be Done By Executives—Address By Haron B. BERGEN. 


ANAGEMENT should take the 

lead, according to the speaker 
whose address is given here, in devel- 
oping a sound plan of industrial rela- 
tions for a company, and as the con- 
troller is the right arm of management 
the problem is one to which control- 
lers are devoting a great deal of atten- 
tion. The details of a constructive in- 
dustrial relations program which are 
given here should be helpful to those 
who have these responsibilities in 
their charge. 

The speaker, Mr. HAROLD B. Ber- 
GEN, addressed the New York City 
Control of The Controllers Institute of 
America on February 2. He is with 
McKinsey, Wellington & Company, 
and is regarded as an authority in this 


field. 


—THE EpIror. 


The discussion which follows is 
based on the assumption that manage- 
ment should take the lead in develop- 
ing a sound program of industrial 
relations. Unemployment, wages and 
income, hours of work, working con- 
ditions, sub-standard workers, and re- 
lations with organized labor, will 
continue to be the most important 
problems which management will be 
called upon to solve. 

Many years before the New Deal a 
number of progressive companies 
established long-range industrial re- 
lations programs including organized 
personnel management, employee rep- 
resentation, financial security plans, 
and personnel research. The majority 
of companies, however, have not fol- 
lowed the lead of the others. They 
have not developed extensively through 
their trade and industrial associations 
uniform and constructive programs 
for solving the labor problems of 
American industry. It has been the 


tendency in some cases to wait until 
labor difficulties arose and then to at- 
tempt to solve these difficulties. 

Because many employers have not 
always taken constructive steps in the 
past to solve these problems, both or- 
ganized labor and the government have 
been undertaking measures which may 
or may not prove constructive. Unless 
management does take constructive 
steps in developing sound industrial 
relations programs, therefore, these 
other agencies are likely to become 
more and more dominant in their at- 
tempts to control industrial relations. 
To retain leadership, employers must 
develop sound industrial relations pro- 
grams as a permanent part of their 
management activities. 


BUSINESSLIKE, Not PATERNALISTIC 


The objectives of a sound program 
should include not only the minimiz- 
ing of labor disputes but also the de- 
velopment of employee efficiency, the 
increasing of employee satisfaction, 
and the protection of the physical and 
mental well-being of employees. The 
point of view in industrial relations, 
however, should be businesslike rather 
than paternalistic. Although it is not 
possible to isolate the effects of a sound 
industrial relations program in the cost 
statement, nevertheless the problem 
should be approached from the view- 
point of sound economics and good 
business. 

The problems of industrial relations 
may be considered logically on the 
basis of the following classifications: 
Policies, organization, personnel, facil- 
ities, methods. This paper will dis- 
cuss the first two factors—policies and 
organization—at some length, and 
touch briefly on matters of personnel, 
facilities, and methods. 


POLICIES 

The first step in developing a sound 
industrial relations program is the 
establishment of definite industrial re- 
lations policies. These policies should 
be developed by the major executives 
of the company meeting in conference 
with the president or chief executive, 
and the tentative policies established 
should be discussed at length with the 
entire supervisory staff by means of 
organized supervisory conferences. If 
the management is dealing with em- 
ployee representatives, either independ- 
ent or affiliated, the tentative policies 
should be discussed also with these 
representatives. In this way, revisions 
which seem desirable in the tentative 
policies can be made, and the policies 
which are finally established will rep- 
resent the group thinking of those 
who must administer them and those 
who must live under them. The poli- 
cies should then be published and dis- 
tributed to the entire personnel of the 
organization. 

The actual industrial relations poli- 
cies adopted will, of course, vary with 
the industry, but I am taking the lib- 
erty of suggesting the following as a 
starting point for the development of 
more specific policies in a given com- 


pany. 


(a) Management-Employee Relations 
1. Provide for collective bargaining and 
cooperation with employees through 
their chosen representatives on mat- 
ters of personnel policies, methods, 
and standards. 


(b) Grievances 
1. Provide for the continuous discovery 
and prompt adjustment of grievances 
with proper channels of appeal. 
(c) Pay and Hours of Work 
1. Pay for the various classifications of 
positions at least the prevailing scales 
of pay in the community. 
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. Establish hours of 


. Provide adequate protection 


work, overtime 
standards, official holidays, and vaca- 
tions with pay which will compare 
favorably with similar standards in 
the community. 


. Establish uniform scales of pay for the 


same grade of work throughout the 
company regardless of department. 


4, Establish pay differentials which will 


reflect differences in relative respon- 
sibilities, difficulties, and skills. 


. In addition to basic pay schedules, 


establish financial incentives where 
such plans can be properly applied. 


. Make individual pay adjustments on 


the basis of merit. 


Financial Security 

against 
the risks of disability, death, old age, 
and unemployment. 


. Stabilize employment as much as pos- 


sible through the application of re- 
search, planning, and budgetary con- 
trol. 


. Encourage employees to develop thrift 


plans. 


Employment 


. Fill all vacancies by promotion of em- 


ployees on the basis of merit regard- 
less of department, whenever there are 
employees who are able to qualify 
under appropriate standards. 


. If it is not practical to fill a vacancy 


by promotion or by the reemployment 
of a qualified employee who had 
been laid off, select the most qualified 
applicant available outside the com- 
pany. 


. In making promotions, transfers, and 


layoffs, and in reemploying laid-off 
employees, recognize seniority when- 
ever qualifications and merit are ap- 
proximately the same. 


. Protect employees against discrimina- 


tion and abitrary discharge by pro- 
viding appropriate channels of appeal. 


(f) Training 
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. Train all employees to do their work 


efficiently and safely. 
Train selected employees in each 
grade of work for promotion to posi- 
tions of higher grade. 


. Train all supervisory and executive 


employees in methods of leadership 
and in methods of training subordi- 
nates. 


4. Educate all employees in fundamental 


facts about the company’s history, 
products, processes, organization, per- 
sonnel policies, and personnel meth- 
ods, and in fundamental principles of 
business economics. 


Health and Safety 


. Protect employees against disease and 


injury by providing sanitary and safe 
working conditions. 


The Controller, February, 1938 


(h) Public Relations 
1. Disseminate to the public facts con- 
cerning the industrial relations poli- 
cies and methods of the company. 


DISCUSSION OF POLICIES 

(a) Collective Bargaining 

English industrialists tell us that col- 
lective bargaining is inevitable in a 
democracy. If they are correct, it 
would seem that the wisest thing for 
us to do is to attempt to guide this 
trend. I do not believe that anyone 
can predict accurately the extent that 
labor organization will be achieved in 
this country. It will depend somewhat 
upon the policy of the government 
with respect to legislation affecting 
employee organization and the inter- 
pretation of labor laws. Irrespective 
of the trend, I believe that collective 
bargaining should eventually be de- 
veloped into collective cooperation. 
While matters of wages, hours, and 
working conditions may be largely mat- 
ters of bargaining, other problems of 
management affecting employee rela- 
tions should be matters of union- 
management cooperation. It will be 
necessary, therefore, for management 
to take the lead in encouraging respon- 
sibility and knowledge of business 
problems in employee representatives. 
It is possible that the type of labor 
leader we deal with in the future will 
be largely in the hands of manage- 
ment. 


(b) Grievances 

There should be provision for the 
systematic discovery and prompt ad- 
justment of grievances. A_ large 
amount of our industrial discontent 
is entirely unnecessary. If the man- 
agement of a given company knows 
what the workers are really thinking 
and feeling, the source of this trouble 
can usually be greatly reduced. Too 
often the employees’ attitudes are 
guessed at, or are ignored. Many 
employers delude themselves by think- 
ing that there are no grievances be- 
cause their employees have not been 
vocal in presenting their real attitudes 
to the management. The systematic 
search for and prompt correction of 
all grievances, including even trivial 
complaints, may correct many bad situ- 
ations. 
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(c) Pay and Hours of Work 

Wages and hours are, of course, 
matters which should receive continu- 
ous attention. Not only should the 
general level of wages be in line with 
rates in the community and in the in- 
dustry, but also there should be pro- 
vision for proper differentials within 
each plant, based upon the relative 
gtade of each classification of posi- 
tions. In view of the fact that the 
payroll is the most costly factor in the 
industrial relations program, manage- 
ment should make certain that the 
money is spent in a way to insure 
maximum incentive and employee sat- 
isfaction. 

It will be a good investment for 
management to examine its financial 
incentive plans critically at this time. 
If the employees are dissatisfied with 
a given plan, then there is likely to 
be something wrong either with the 
plan itself, its installation, or its ad- 
ministration. On the other hand, there 
is mo reason why a plan which is 
properly designed, installed, and ad- 
ministered with the cooperation of 
the employee representatives should 
not prove of real incentive value. 

In connection with the problem of 
pay, it should be mentioned that gen- 
eral bonuses and profit-sharing rarely 
have a place in a constructive indus- 
trial relations program. These devices 
should not be utilized unless both the 
management and the employees’ rep- 
resentatives agree that the money could 
not be expended in a more desirable 
way, such as reserves for unemploy- 
ment benefits or dismissal compen- 
sation, pensions, sickness or death 
benefits, or for thrift plans. 


(d) Financial Security 

Employees face four risks: unem- 
ployment, old age, disability, and death. 
Employers have an interest in these 
risks not only as a matter of sound in- 
dustrial relations and good business, 
but also because of responsibilities un- 
der scate unemployment compensation, 
federal old-age benefits, and work- 
men’s compensation legislation. Every 
employer should study these problems 
to determine whether his present poli- 
cies and existing legislation are ade- 
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quate to meet satisfactorily the needs 
of the company as well as the em- 
ployee, and to make sure that he is 
getting his money’s worth for his con- 
tribution to employees’ security. 

The advantages of stabilized em- 
ployment to the management as well 
as to the employees are well known. 
Employees are thinking more and more 
in terms of annual earnings, and em- 
ployers are giving increased attention 
to this problem. State unemployment 
compensation laws which provide for 
merit rating will furnish an additional 
financial incentive to employers to 
stabilize employment. The problem 
must be attacked more specifically than 
it has in the past. 

Employers should adopt the policy 
of encouraging employees to develop 
thrift plans. The man who saves a 
little each pay day receives increas- 
ing satisfaction from seeing his sav- 
ings accumulate and he is more likely 
to be opposed to any strikes and radi- 
cal movements which would tend to 
deplete these savings. Let me say, 
however, that employee stock subscrip- 
tion plans on the whole are not satis- 
factory savings devices. Savings plans 
to be really effective should be devel- 
oped and operated by the employees 
themselves. 


(e) Employment 

Employment policies will require 
careful attention. The insistent de- 
mand of unions for seniority or length 
of service as a basis for promotion, 
layoff, and reemployment lies primarily 
in the workers’ desire for job tenure 
and in his fear of employment. Also, 
he wants protection against discrimi- 
nation due to union membership. The 
policy that length of service shall 
govern these matters of employment, 
whenever knowledge, training, skills, 
and ability are relatively equal, is de- 
sirable. The difficulty lies in the car- 
tying out of this policy. Relative 
knowledge, training, skills, and the 
like, of a given group of employees 
must be determined to the satisfaction 
of both the management and the em- 
ployees. This will require the de- 
velopment of better methods of em- 
ployment management. 
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(f) Training 

The importance of organized train- 
ing cannot be emphasized too strongly. 
It should be the policy to develop 
every foreman and higher executive 
into a skilled instructor. This group 
must be trained also in the art of lead- 
ership, including problems of handling 
men in the light of the activities of 
labor unions and the government. If 
the training of the entire management 
group is carried on effectively, most 
of the problems of management will 
be solved. 

Much can be done to offset the ef- 
fects of higher labor costs due to re- 
cent wage adjustments by the careful 
training of semi-skilled and unskilled 
employees. This involves primarily 
systematic coaching of the foremen in 
the art of instruction. There are ex- 
cellent possibilities here of increasing 
employee efficiency and decreasing 
costs. 

It is desirable to educate employees 
and their representatives in company 
problems and in fundamentals of mod- 
ern economic society. Employees should 
not only have confidence in the in- 
dustrial relations policies of the com- 
pany, but also know that the manage- 
ment has the necessary skills and 
methods for carrying out these poli- 
cies. They should understand also 
the fundamentals of wage adjustments, 
costs, prices, sales, production, and 
employment. Special attention should 
be given to the education of the em- 
ployees’ representatives in the prob- 
lems of the management. Care should 
be taken, however, not to make this 
education too one-sided, as employees’ 
representatives who become too man- 
agement minded are likely to be 
repudiated by their constituents and 
replaced by more radical and less re- 
sponsible leaders. 


(g) Health and Safety 

Continuous attention must, of course, 
be given to the problem of physical 
security. Many companies have been 
making outstanding progress in the 
field of accident prevention. An in- 
creasing number of companies are giv- 
ing careful attention to occupational 
disease hazards, and there is a tend- 
ency in various states to broaden occu- 


pational disease legislation. There is 
an increased interest at present in the 
control of lighting, ventilation, dust, 
fumes, gases, noise, vibration, posture, 
rest periods, and body movements. The 
“speed-up” and the “‘stretch-out’’ are 
receiving more careful attention. 


(4) Public Relations 


There should be a policy of dis- 
seminating facts about industrial rela- 
tions to the public. Industry has taken 
a terrible beating in the press and over 
the radio during the past few years. 
It will be necessary to coordinate the 
industrial relations program of the 
company with its public relations ac- 
tivities. 

ORGANIZATION 

The successful execution of the pol- 
icies which have been discussed is de- 
pendent upon sound management or- 
ganization, because the executive and 
supervisory forces which comprise the 
organization structure have the respon- 
sibility for personnel management. 
Many operating difficulties have their 
origin in faulty organization. The 
lines of responsibility and authority 
from the president or chief executive 
to the lowest level of supervision, 
therefore, should be clearly defined. 

The responsibility of the executive 
and supervisory organization for car- 
rying out the industrial relations poli- 
cies of the company is generally recog- 
nized. It is generally recognized also 
that the foreman is the key man in in- 
dustrial relations, as he is the direct 
contact point of the management with 
the employees. It is not generally 
recognized, however, that the number 
of men reporting to him should be 
limited, if he is to do a good job of 
personnel management and industrial 
relations. 

In many plants we find that the 
foreman has entirely too many men 
reporting to him. We must keep in 
mind that the foreman has a wide 
variety of industrial relations respon- 
sibilities, including selecting his men, 
training them, protecting them against 
injury, educating them in company 
policies and practices, judging and rat- 
ing them, transferring and promoting 
them, laying them off, recommending 

(Please turn to page 52) 
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COMPTOMETER METHODS make figures “come clean’ 


THIS IS IVORY SOAP (at right) in the making. The Procter 
& Gamble Company, maker of Ivory and other fine soap products, 






















is justly proud of its up-to-date methods. In handling figure 
work, as in mixing the ingredients of "P &G" products, absolute 
accuracy is essential. Hence, this outstanding company chooses 
the "Comptometer." 


TRAINED OPERATORS (below) in one of Procter & 
Gamble's centralized ‘“Comptometer" departments handle 
quickly and accurately such important figure work as compiling 
order statistics, auditing invoices, distribution of sales expenses, 
prorating, general accounting and statistical work. "Comptom- 





eter methods are also employed at "P&G" branch offices. 
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Controlled-Key 'Comptometer,'"™ says Miss 
Edna Crail (bottom left), "Comptometer™ 
a % operator at the Procter & Gamble Com- 





pany's general office at Cincinnati, Ohio. 

"That clever Controlled-Key device en- 
ables me to work fast without fear of oper- 
ating errors. If | fail to fully depress a key, 
the keyboard is automatically locked until 
| press that key all the way down. I've oper- 
ated a 'Comptometer’ at Procter & Gamble 
for seven years, and | think it's a grand 





machine." 









IF SPEED, accuracy and flexibility in 
handling figure work are essential to the 






profitable conduct of your business, permit 






a representative to show you [in your office, 






on your job) why so many progressive con- 










1 cerns have adopted "Comptometer" meth- 
' ods. Telephone the local "Comptometer™ 
: office, or write direct to Felt & Tarrant Mfg. 
; Co., 1734 N. Paulina Street, Chicago, Ill. 
t 
y 
: COMPTOMETER 
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Trade-Mark of Felt & Tarrant Mfg. Co.—Reg. U. S. Pat. Off. 








Industrial Relations Program 

(Continued from page 50) 
them for wage adjustments, consider- 
ing their individual aspirations and 
grievances, organizing and supervising 
their work, and the like, in addition to 
his responsibility for buildings, equip- 
ment, processes, materials, quality, 
output, and costs. 

Some companies have attempted to 
substitute wage incentive plans for 
adequate supervision, but sound in- 
dustrial relations require that the num- 
ber of foremen be sufficient to insure 
that each individual employee receives 
adequate training and leadership. 

It is desirable to appoint a senior 
executive in charge of industrial rela- 
tions. Except in smaller plants, this 
is a full-time job. The industrial 
relations man should report to the 
chief executive because the latter is, 
by nature of his office, the chief per- 
sonnel man. 

PERSONNEL 

Care should be taken in the selec- 
tion of the industrial relations man. 
He should be a senior executive with 
qualifications comparable to those of 
the other major executives of the com- 
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pany. There has been too much of a 
tendency in the past to appoint young, 
inexperienced men to industrial rela- 
tions posts or to transfer to this work 
operating executives who have failed 
to make good elsewhere. 


FACILITIES 

It is essential that adequate facili- 
ties be provided for the industrial re- 
lations department. This is especially 
true in connection with the reception, 
interviewing and examination of ap- 
plicants. The development of effec- 
tive employment management has been 
prevented in many plants by lack of 
attention to proper employment office 
facilities. 

It will also be necessary to have ade- 
quate conference rooms for the train- 
ing of foremen and other executives 
because executive training is the foun- 
dation of good industrial relations. 


METHODS 
It will not be practicable to discuss 
industrial relation methods at length 
in this paper. Mention should be made, 
however, that the design and opera- 
tion of proper personnel forms, rec- 


ords, reports, and statistics are closely 
tied in with the development of per- 
sonnel methods and techniques. Cur- 
rent social security and labor legisla- 
tion will require the development of 
adequate personnel forms and pro- 
cedures. 

There are a number of methods 
which can be utilized in discovering 
and adjusting employee grievances 
and attitudes. There should be a for- 
mal procedure for handling grievances 
through the line organization. The 
foremen should be trained in the art 
of discovering and adjusting griev- 
ances. This procedure can be supple- 
mented by informal contacts with the 
employees by the industrial relations 
man. 

In addition to these methods, there 
are tremendous possibilities in the use 
of questionnaires and attitude inter- 
views as means of discovering atti- 
tudes and grievances systematically. A 
number of companies have used atti- 
tude questionnaires and attitude inter- 
views with great success. The proper 
use of such devices will enable man- 
agement to know at all times the work- 

(Please turn to page 54) 
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Industrial Relations Program 
(Continued from page 52) 
ers’ attitudes toward the company’s 
labor policies. Let me say, however, 
that labor spying is the wrong way of 
discovering these attitudes, as it in- 
evitably destroys confidence. 

The methods of wage and salary ad- 
ministration include job analysis and 
the classification of positions, a grad- 
ing of these classifications, and the 
establishment of pay schedules which 
will be based upon these grades. In 
determining the relative grade of each 
class of jobs, the foreman and the em- 
ployees’ representatives should be con- 
sulted, and the final grading should 
represent the agreement of those who 
have to administer the plan and those 
who have to live under it. 

There is a need for improvement in 
time study, motion study, and wage in- 
centive methods. These procedures 
should be coordinated by the industrial 
relations department with the per- 
sonnel program of the company. Fore- 
men and employees’ representatives 
should understand these procedures 
thoroughly and should participate with 
the technical specialists in the estab- 
lishment of work standards. Only 
those standards which are acceptable to 
all concerned should be established. 
Greater attention should be given to 
rest periods, posture, body movements, 
lighting, arrangement of work, train- 
ing, and the like. The approach should 
be more physiological and psycholog- 
ical and less mechanical than it has 
been in the past. 

The development of effective em- 
ployment methods will require more 
accurate measures of individual differ- 
ences. Industrial psychologists have 
been attacking this problem for a 
number of years, and a number of out- 
standing companies have made con- 
siderable progress in the field. Psy- 
chological tests, rating scales, and 
planned interviews are becoming in- 
creasingly effective. There should be 
a systematic follow-up of all em- 
ployees, and adequate qualification 
records should be maintained. Effec- 
tive promotion will require the grad- 
ing of all jobs and a centralization of 
all entrances, transfers, promotions, 
separations, and reemployment in the 
industrial relations department. 
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If America is to remain the “land of 
opportunity,” it will be necessary for 
employers to give more and more at- 
tention to the problem of promotion. 

To be practical, training must be 
planned training-on-the-job by the 
man’s immediate superior. Methods 
of job analysis and curriculum con- 
struction have been developed by train- 
ing specialists as well as methods for 
putting subject matter across to the 
men to the trained. An adequate 
training program should start at the 
top of the company with the senior 
executives meeting in conference with 
the chief executive, and they in turn 
with their immediate assistants, and so 
on until the lowest level of supervi- 
sion is reached. Training is the major 
part of an executive's job and should 
not be confused with the classroom. 


Training is something to be done by 
and not for the executive. 

It will not be practicable to discuss 
industrial relations methods and pro- 
cedures in greater detail. I have at- 
tempted to indicate the more impor- 
tant techniques which should receive 
early attention. An effective industrial 
relations program, however, will re- 
quire the development of effective 
methods for carrying out each of the 
policies which have been discussed. 

In conclusion, let me caution you 
against expecting too much at the start 
from a constructive industrial relations 
program. Such a program must be a 
long range effort as a permanent part 
of management. Wisdom in industrial 
relations consists in keeping ahead of 
the times. 


ONE CONTROLLER’S PROTEST AGAINST PLAN 
TO ABOLISH TAX APPEALS BOARD 


A controller writes that the ‘rumor 
is getting around that the United States 
Treasury will shortly request Congress 
to abolish the Board of Tax Appeals.” 
This controller promptly wrote his 
Representatives in Congress, and the 
members of the Ways and Means Com- 
mittee of the House. He hopes that 
other controllers will show similar in- 
terest, and lose no time in expressing 
their views to Congress. 

The letter to the Representatives 
reads: 

“It is with dismay and regretful 
realization of the Treasury’s intent to 
deprive the taxpayer of a most valu- 
able safeguard that I read of the plan 
to abolish the Board of Tax Appeals. 
Evidently the vexatious experience of 
consistently losing two-thirds of its 
cases has driven the Treasury to des- 
perate measures. However, after intel- 
ligent review of the Board’s findings, 
one can hardly escape the conclusion 
that the Treasury is receiving a fair 
and impartial judgment, and its losses 
are due to the inconsiderate disregard 
of the taxpayer’s rights on the part of 
Internal Revenue Agents. 

“It will doubtless be contended by 
the Treasury that the taxpayer has all 
the remedy he needs in the courts. This 
is not true. To seek redress in the 
courts it is necessary that the taxpayer 
first pay the disputed assessment and 


then file claim for refund, and bring 
suit thereon. This procedure was not 
onerous when tax rates were low and 
the administrative attitude toward 
wealth was rational. But with bur- 
densome rates and the growing tend- 
ency of the tax gatherer to assert tax 
liability where none legally exists, 
such inordinate deficiencies are im- 
posed that in many cases either in- 
solvency or serious financial hardship 
would follow the payment of these 
disputed taxes—which many months 
later would be voided by the courts. 

‘Furthermore, experience has proved 
the wisdom of establishing this Board 
to pass upon the fairness and sound- 
ness of the Commissioner’s findings 
of tax liability. A great majority of 
cases are finally settled by the Board, 
thus relieving the courts of congestion. 
And a real advantage lies in the fact 
that the Board hears nothing but tax 
cases, and thus attains a high degree 
of understanding of such problems, to 
the benefit of both taxpayer and tax 
assessor. 

“I urge you to give no hasty ap- 
proval to this subtle request of the 
Treasury to abolish the Board of Tax 
Appeals, but to search out the motives, 
learn all the facts, and I am satisfied 
you will then act to preserve the Board 
for the just protection of the taxpayer, 
large and small.” 
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Mr. Harold H. Neff, director of the 
Forms and Regulations Division of the 
Securities and Exchange Commission, 
is turning his attention to the problem 
of simplifying presentation of securi- 
ties in registration statements and pro- 
spectuses. Among other interesting 
announcements which he made in ad- 
dress delivered on December 14 be- 
fore the American Management Asso- 
ciation is that there is at present in 
preparation a revision of the forms 
and regulations affecting registrations 
and prospectuses. Simplification is one 
of the objectives sought, Mr. Neff an- 
nounced, in these proposed revisions 
of forms and regulations. 

Mr. Neff expressed the belief that 
the law and the rules are not the pri- 
mary causes for the length of pro- 
spectuses and registration statements— 
for what has been described as their 
incommensurate bulk. He spoke of 
the “undue prolixity with which sim- 
ple questions are answered in an in- 
volved and legalistic manner.” He 
mentioned also that ‘‘meticulousness 
has served in part to thwart the pur- 
poses of the law.” Mr. Neff quoted 
the comment that has been made fre- 
quently that “upon filing of a regis- 
tration statement a truck was needed 
to convey the required material to the 
files of the Commission.” His reply 
to that comment was that the quantity 
of such material did not come from 
the requirements for registration, but 
took its birth before registration, in 
the complications of the enterprises 
organized. 

When the regulations were being 
prepared for the administration of the 
Securities Act of 1933, a committee of 
ten members of The Controllers In- 
stitute of America spent three days in 
Washington conferring with a com- 
mittee of the Federal Trade Commis- 
sion for the purpose of reviewing the 
proposed regulations and at that time 
pointed out that the regulations as first 
drawn would require such a volume of 
papers and exhibits and information 





New Basic Form Being Prepared for 
Registration of Securities 


that the purpose of the act would be 
destroyed, the cost of its administration 
made prohibitive, and the cost of filing 
a statement would become a real burden. 

As a result of those representations 
many of the requirements first written 
into the regulations were eliminated, 
but even after those changes had been 
made the questions asked and the ma- 
terial required were such as to make 
the filing of the simplest registration 
statement a voluminous matter. Cor- 
porations have paid thousands of dol- 
lars for printing alone in filing regis- 
tration statements and this was in 
addition to the large fees paid to tech- 
nicians and professional accountants 
and lawyers who assisted in preparing 
such statements. 

Mr. Neff commented that the Secu- 


rities Act of 1933 and the Securities 
Exchange Act are predicated upon the 
investor having the ability to judge 
what securities should be bought and 
what securities should be sold, and 
that it is clear that the requirements as 
to registration should get to the in- 
vestor information by which judgment 
can be made. Mr. Neff made the fur- 
ther comment that judgment cannot 
be truly exercised unless the mode of 
presentation is such as to enable an 
investor of ordinary training to under- 
stand the facts involved. 

The business public, and controllers 


" particularly, will await with interest 


the new basic form for registration 
under both the Securities Act and the 
Securities Exchange Act, which it is 
announced is forthcoming. 


STOCK EXCHANGE GIVES VIEWS ON 
ACCOUNTING TREATMENT OF INVENTORY LOSSES 


The Committee on Stock List, of 
the New York Stock Exchange, ad- 
dressed a letter under date of Janu- 
aty 14, 1938, to the presidents of cor- 
porations having securities listed on 
the New York Stock Exchange, on the 
subject of the treatment in accounting 
statements of inventory losses, and of 
differences between the present prices 
and the cost of goods contracted for 
but not yet received. The letter reads: 


“Treating, first, the question of an- 
nual reports as distinguished from 
interim reports, we feel that the fol- 
lowing practices would be desirable: 

(1) That each corporation should 
clearly advise its stockholders whether, 
as an incident to the conduct of its 
business, the corporation does or may 
enter into future commitments for the 
purchase and sale of commodities 
(such as rubber, cotton, wool, sugar, 
wheat, and the like) to such an extent 
that the amount of its commitments 
outstanding is or may at any time be- 
come a material fact in the corpora- 
tion’s position. 





“If stockholders have not already 
been informed as thus suggested, the 
information should be given in the 
next annual report. 

“If, after having once made a state- 
ment on this subject, there should be a 
change of practice, that fact should be 
indicated in the annual report next 
following such change. 

(2) (a) If, at the end of any fiscal 
year, purchase commitment prices ex- 
ceed current purchase prices to a ma- 
terial extent (assuming that a free 
market for similar commodities can 
fairly be said to exist), the corpora- 
tion should disclose what is the approx- 
imate amount of the indicated excess 
of prospective cost of commodities at 
commitment prices over the value at 
market prices, and what amount of 
reserve has been provided or is avail- 
able at the close of the fiscal year in 
respect of such difference. If and to 
the extent that purchase commitments 
are offset by firm sales commitments to 
responsible buyers, no reserve would 
be necessary, but it would be desirable 
that this fact should be disclosed. 
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“If prices have fallen, but there is 
no free market for commodities sim- 
ilar to those covered by commitments, 
the circumstances should be sufficiently 
described in the report to make the 
situation readily understandable to 
stockholders. 

“(b) The procedure above out- 
lined (which is analogous to that of 
valuing inventories at cost or market 
whichever is lower) is, the committee 
believes, in accordance with accepted 
accounting practice. 

(3) The Committee recognizes 
and draws attention to the fact that the 
existence of commitments in large 
volume may, in a time of widely fluc- 
tuating prices, be a fact of material 
importance in the financial position of 
a corporation, even though at the date 
of the balance sheet market prices may 
be equal to or greater than commit- 
ment prices. It feels, however, that 
information on this point is not within 
the scope of the balance sheet or the 
accounts relative thereto, and that the 
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question whether it should be given, 
and if so, how, forms a part of the 
general problem of supplementing an- 
nual accounts with other information 
bearing upon the position or prospects 
of the corporation, which must be 
dealt with by corporate executives in 
accordance with the circumstances of 
the particular case. 

“The foregoing has to do primarily 
with annual reports. It is equally im- 
portant to stockholders to be advised 
of the existence of any of the situa- 
tions herein treated upon the occasion 
of an interim report. There are, how- 
ever, three essential differences be- 
tween interim and annual statements, 
namely, that the former cover only a 
fraction of a year, they are less com- 
plete, and they are usually unaudited. 
The Committee on Stock List has fre- 
quently pointed out that while it be- 
lieves quarterly statements to be valu- 
able to investors, there is an ever- 
present danger that undue importance 
will be attached to them and unwar- 


ranted inferences drawn from them. In 
many cases losses which would be in- 
dicated under the foregoing treatments 
may be so large in proportion to the 
profit of a short period such as a quar- 
ter, that a statement which provided 
for the loss without indication of that 
fact, or of the amount of loss provided 
for, might be as misleading as one 
which ignored the loss entirely. The 
quarterly reports should at least show, 
in the event of the existence of any 
of the conditions herein treated, 
whether such conditions have been 
dealt with, and if so, in what way. 

“In all of the cases herein treated, 
whether in annual or in interim re- 
ports, executives should determine the 
precise form of presentation in the 
light of the facts of the situations of 
their respective companies, bearing in 
mind that the object to be sought is the 
enlightenment of both present and po- 
tential stockholders.” 

The letter is signed by John Has- 
kell, executive secretary of the Com- 
mittee on Stock List. 
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NEW MEMBERS ELECTED 


At a meeting of the Executive Committee 
of The Controllers Institute of America, 
held January 28, 1938, the applicants 
named below were elected to active mem- 
bership in The Institute: 


BAILEY M. BosBitT 
Great Lakes Portland Cement Corpora- 
tion, Buffalo. 
SAMUEL A. BONHAM 
The B. Manischewitz Company, Jersey 
City. 
CHARLES A. CATO 
The Columbia Mills, Inc., New York 
City. 
C. LE. GoLe 
The Glidden Company, Cleveland. 
SAMUEL DUNLAP 
American Steel & Wire Company, Cleve- 
land. 
ARTHUR J. FINK 
Oglebay-Norton & Company, Cleveland. 
BROOKE E. FuRR 
McCormick & Company, Inc., Baltimore. 
WELBY E. GILLETTE 
The Ferbert-Schorndorfer Company, 
Cleveland. 
A. NORMAN GRAF 
Ontario Biscuit Company, Buffalo. 
FREDERICK P. HAGAMAN 
Standard Oil Company of Louisiana, 
New Orleans. 
CLARENCE H. HARPER 
The Foimer Graflex Corporation, Roches- 
ter, New York. 
GeorGE H. HETLEY 
Harrison Radiator Division—General 
Motors Corporation, Lockport, New 
York. 
JoHN T. Kemp 
The Dartnell Corporation, Chicago. 
J. C. Kien 
Detroit Gasket & Manufacturing Com- 
pany, Detroit. 
HuGo KUECHENMEISTER 
Ed. Schuster & Company, Inc., Mil- 
waukee. 
JosEPH S. KUSTIN 
The Marquette Metal Products Company, 
Cleveland. 
WituiamM N. McDONALD 
The Youngstown Sheet and Tube Com- 
pany, Youngstown, Ohio. 





To the Controller of an Inquiring, rather 
than a Satisfied Mind 
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An Accounting Procedure, paid for by the 
order for checks which make it effective 


Complete your A/P, Payroll or Dividend 
operations solely by typing your checks 
from rolls on a typewriter—usable for or- 
dinary purposes when not typing checks. 
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FRED MOHRHARDT 
Paramount Pictures, Inc., New York 
City. 
WARREN L. MULLE 
American Locomotive Company, New 
York City. 
Howarp E. RIORDON 
Colonial Radio Corporation, Buffalo. 
MARSHALL C. Roop 
The Davison Chemical Corporation, 
Baltimore. 
RoME A. SEXTON 
Minneapolis Brewing Company, Minne- 
apolis. 
HENRY A. SULLIVAN 
Radio Corporation of America, New 
York City. 
H. P. THORNTON 
The White Motor Company, Cleveland. 
LEITH _V. WATKINS 
Panhandle Eastern Pipe Line Company, 
New York City. 
R. C. ZIMMERMAN 
Premier Pabst Corporation, Milwaukee. 


BURBOTT CHAIRMAN OF 
MID-WEST CONFERENCE 
COMMITTEE 


Plans for organization of the Midwest 
Conference of Controllers which will be 
held in Chicago, probably in the fourth 
week of May, will be discussed in a 
meeting to be held about February 15 in 
Chicago. This conference will be spon- 
sored by the Chicago Control of The 
Controllers Institute of America, and will 
be under the direction of a committee 
which will include representatives of 
eight Controls in the Midwest territory. 

President Roy S. Holden, of the Chi- 
cago Control, announces that Mr. Edwin 
W. Burbott, of the A. B. Dick Company, 
has accepted appointment as chairman of 
the committee. Most of the Controls in 
the Midwest territory have designated 
their representatives on this committee. 

Tentative reservations have been made 
at the Palmer House, Chicago, for May 
23 and 24, as the dates on which the 
Midwest Conference will be held. Con- 
trollers in the Midwest territory are asked 
to reserve those dates and to make plans 
to attend the Conference. Official an- 
nouncement of the Conference will be 
mailed within a few weeks, and will be 
followed in April by announcement of 
the details of the program. 


Cincinnati 

A round table discussion on “Recent 
Taxation Developed by the National Ad- 
ministration, and Current Matters Relating 
Thereto” was held at the monthly meeting 
of the Cincinnati Control on January 11, at 
Hotel Alms in Walnut Hills. Mr. Samuel 
Smickler, of The Griess-Pfleger Tanning 
Company, and vice president of the Control, 
presided in the absence of the president. 
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PLANS FOR EASTERN SPRING 
CONFERENCE OF 
CONTROLLERS 


At a recent meeting of the Board of 
Directors of the New York City Control, 
the tentative selection of April 25, 1938, 
as the date for the Eastern Spring Con- 
ference was approved and made definite. 

President Thomas L. Evans, of the New 
York City Control, announced appoint- 
ment of Mr. E. B. Nutt as general chair- 
man of the Eastern Spring Conference. 
Mr. Nutt will appoint a committee and 
sub-committees to have charge of the de- 
tails. 

The suggestion was made by the Board 
of Directors that the morning session of 
the conference be devoted to general ad- 
dresses, one on the general subject of 
“Accounting Principles,’ in which coop- 
eration in the movement to establish and 
recognize such accounting principles will 
be discussed; and a second general ad- 
dress which will consist of a review and 
analysis of the terms of the new Federal 
Revenue Act which, it is believed, will 
have been enacted by that time. As one 
member of the Board expressed it: ‘““Con- 
trollers will have to live with and work 
with this new Federal Revenue Act dur- 
ing 1938, and it is important that they 
be given an opportunity to familiarize 
themselves with it as early as possible 
and to have an explanation of it from an 
authoritative source. 

The afternoon session will be devoted 
entirely to round table conferences, the 
subjects of which will be announced 
shortly. The Board of Directors felt that 
with the experience gained in the past 
three meetings of members of The In- 
stitute in which these round table con- 
ferences have been featured, it will be 
possible to make these conferences even 
more useful than ever to controllers gen- 
erally in studies and discussions of the 
current problems of the controller. 

The Eastern Spring Conference will 
close with a dinner which will be ad- 
dressed by a national figure on a subject 
of exceptional interest to controllers, if 
present plans are carried out. 


Cleveland 


Mr. F. I. Robertson, vice president of 
The Cleveland Trust Company, was the 
speaker for the monthly meeting of the 
Cleveland Control on January 11, in the 
Terrace Room of Hotel Cleveland. Vice 
President Robertson is in charge of credit 
and addressed the Control on “What the 
Banker Looks for in the Year End State- 
ment.” 








TIMELY FIGURES! 
Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 




















MEETINGS OF CONTROLS 


Detroit 

The monthly meeting of the Detroit Con- 
trol was held at the Intercollegiate Club on 
January 12, with fifteen members in attend- 
ance. President Downie, of Kelsey-Hayes 
Wheel Company, presided. There was a 
round table discussion on “Office Policies 
and Procedures.’’ Many interesting angles 
were presented, and it was agreed that the 
meeting was not only timely but also very 
profitable. 


District of Columbia 

The monthly meeting of the District of 
Columbia Control was held on January 25 
at the Mayflower Hotel. Mr. Orton Boyd, 
of the Securities and Exchange Commission, 
spoke on “Recent Income Tax Changes.”’ 
He is a lecturer at George Washington 
University on Income Taxation and was 
formerly chief of the Cost Accounting Sec- 
tion of the NRA. A lively discussion fol- 
lowed Mr. Boyd’s address. 


Los Angeles 

Four members of the Los Angeles Con- 
trol prepared papers for presentation at the 
regular meeting of the Control on January 
20, at the Los Angeles Athletic Club. The 
subjects and speakers: 

“The Effect of Unemployment Com- 
pensation Upon Employers Reserve’ — 
by Walter H. Wiese. 

“A Few Depreciation Problems From an 
Income Tax Viewpoint’—by J. C. 
Yarbrough. 

“Benefits of an Accident Prevention Pro- 
gram’’—by Ralph J. Reese. 

“General Accounting Problems Confront- 
ing the Aircraft Industry’—by Wm. 
H. Lewis. 

Special matters of business of the Con- 
trol, also, were discussed, and prospective 
applicants for membership were passed 
upon. 

Milwaukee 

“Workmen’s Compensation Insurance 
Rate Making’’ was the subject of an address 
by Mr. A. Kuenkler, secretary, Wisconsin 
Compensation Rating and Inspection Bu- 
reau, to the Milwaukee Control at its meet- 
ing on January 11, at the University Club. 
Mr. Kuenkler gave the members of the 
Control factual information on the develop- 
ment of rates. A general discussion fol- 
lowed. 


New England 

Vice President Charles W. Tucker, of 
H. P. Hood & Sons, Inc., presided at the 
regular monthly meeting of the New Eng- 
land Control which was held at the Uni- 
versity Club on January 18. The chairman 
presented the speaker of the evening, Mr. 
Norris Perris, partner in the firm of Steven- 
son, Jordan and Harrison, Management 
Engineers, of New York City. Mr. Perris 
spoke on “Variable Budgets and Key Men 
Incentive Plans,” and outlined the princi- 
ples and method of application of the vari- 
able budget. He then introduced his asso- 


ciate, Mr. Vose, who explained in more 
detail the procedure followed in a typical 
budget installation. Mr. Vose’s remarks 
were accompanied by lantern slides illus- 
trating the principal forms required in such 
an installation. A discussion followed, at 
the conclusion of which the meeting ex- 
tended a rising vote of thanks to Mr. Perris 
and Mr. Vose. 


New York City 

The monthly meeting of the New York 
City Control was held at the Park Central 
Hotel on Wednesday, February 2, instead 
of on Thursday. Mr. Harold B. Bergen of 
McKinsey, Wellington & Company ad- 
dressed the Control on ‘Current Problems 
of Industrial Relations.’ For many years 
he has been engaged in the work of public 
relations and has developed personnel pro- 
grams for factories, mills, and technical di- 
visions, besides being an officer in two 
national associations of management. The 
members of the Control recognized Mr. 
Bergen’s authority in this field and showed 
their appreciation of his address by a ris- 
ing vote of thanks. Mr. Thomas L. Evans, 
of the Weston Electrical Instrument Cor- 
poration, president of the Control, was in 
the chair. 


Philadel phia 

An exceptionally interesting monthly 
meeting was held by the Philadelphia Con- 
trol on January 18 at the Penn Athletic 
Club. The chairman was Mr. William F. R. 
Miinnich, of Philadelphia Electric Com- 
pany, and a director of the Control, who 
introduced the speaker of the evening, Mr. 
Warren H. Lutz, statistical analyst in the 
statistical division of the controller's de- 
partment, Philadelphia Electric Company. 
Mr. Lutz’s address, “Historical Facts and 
Fancies of Business Depressions,” was non- 
political, but it directed special attention to 
an analysis of the economic circumstances 
associated with and influencing American 
political history since the War of 1812. It 
exposed several popular fallacies as to the 
origin and causes of depressed states of 
business activity and described popular de- 
lusions as to the responsibility for financial 
panics. His remarks were based on his ex- 
perience of eight years of research and in- 
tensive study with respect to this complex 
and intriguing problem. Mr. Henry C. 
Perry, president of The Controllers Insti- 
tute of America, was a guest of the Control 
and addressed the meeting briefly concern- 
ing current activities of The Institute. 


Pittsburgh 
The Pittsburgh Control held a meeting 
on January 24 at the William Penn Hotel. 
Mr. Leslie J. Reese, state director of the 
Pennsylvania Economy League, Incorporated, 
addressed the meeting informally on, 
“Citizen Aid in Good Government.” 


Rochester 
At the monthly meeting of the Rochester 
Control which was held at the Rochester 
Club on January 26, Mr. Herbert J. Noble, 
of Taylor Instrument Company and a direc- 
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tor of the Control, led a discussion on “‘Re- 
ports to Management by Controllers.” The 
following phases of the subject were con- 
sidered: periodic reports to the board of 
directors, executive committee, management 
and the like, and the content of such re- 
ports; form of operating statements, graphs, 
presentation and the like; Eakin’s form of 
financial statement; and present day trends 
toward publicizing special forms of state- 
ments to personnel and to the public. 

Each member had been requested to bring 
to the meeting copies or samples of special 
reports or forms which are being used in 
the control of his business, and was asked 
to make brief comments in the discussion 
which took place. After the dinner, the 
program of the evening allotted fifteen 
minutes for business, an hour and one half 
for the subject, and one hour for the gen- 
eral discussion of individual controllership 
problems confronting members at this time. 
It proved to be an exceptionally interesting 
meeting. 


St. Louis 


Mr. Arthur A. Jordan, of the Lawton- 
Byrne-Bruner Insurance Agency, was the 
speaker at the regular monthly meeting of 
the St. Louis Control on January 25 at the 
Missouri Athletic Association. Mr. Jordan's 
subject, “Recent Unusual Developments in 
General Insurance,” was especially informa- 
tive to the members of the Control and to 
their associates who had been invited to at- 
tend the meeting as guests. 


San Francisco 
Mr. Robert A. Whittaker, manager of 
the California Inspection Rating Bureau, 
addressed the San Francisco Control's reg- 
ular monthly meeting which was held at 
the Olympic Club on January 20. Mc. 
Whittaker’s subject was ““Workmen’s Com- 
pensation Insurance,’ and his presentation 
was extremely interesting to the members of 

the Control and their guests. 


Twin Cities 

The members of the Twin Cities Control 
accepted the invitation of Mr. R. A. Lee, 
of Powers Mercantile Company, and a di- 
rector of the Control, to attend the meeting 
of the Twin Cities Controllers Association 
which was held on January 20 at the St. 
Paul Athletic Club at 6:30 P.M. Mr. A. F. 
Noll, vice president of Liberty Mutual In- 
surance Company of Boston, Massachusetts, 
addressed the joint meeting on “Insurance.” 
The Control held its January meeting at 
5:45 P.M. just prior to the meeting of the 
association. 

Chicago 

The regular meeting of the Chicago Con- 
trol was held at Harvey’s Restaurant on 
January 18. Mr. Thomas A. Reynolds, at- 
torney associated with Winston, Strawn & 
Shaw, was the speaker. His comments ap- 
plied particularly to the business and ad- 
ministrative angles of the Securities and Ex- 
change Commission’s Work. During 1935 
and a part of 1936 Mr. Reynolds was the 
Securities and Exchange Commission's re- 
gional administrator for the middle west. 
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YEAR BOOKS AND MAGAZINES 
AVAILABLE 

The Controllers Institute of Amer- 
ica has on hand a limited supply of 
the Year Books published beginning 
with 1932, with the exception of the 
1935 edition. These Year Books con- 
stitute a history of the organization 
and of its activities which it is believed 
many members and other controllers 
may wish to have. They are available 
to members at $1.00 a copy and to 
non-members at $2.00 a copy. 

The Institute has on hand also back 
numbers of THE CONTROLLER, its 
monthly magazine, beginning with the 
February, 1934, issue. Three of the 
numbers are out of print, May, 1934, 
February, 1936, and September, 1937. 
An index of the articles printed each 
year is contained in the December is- 
sue of each year. These back num- 
bers are available to all who are in- 
terested at the original publication 
price—5O cents a copy. 


Tribute to First President of Cleveland 
Control 

The minutes of the annual meeting of 
the Cleveland Control, which was held last 
June, disclose that a sincere tribute was 
paid by members of the Control to Mr. J. J. 
Anzalone, who was largely instrumental in 
organizing the Control, three years ago. 
The members voted that Mr. Anzalone be 
commended for his appreciated endeavors 
for the past two years, and that a copy be 
sent him. One officer, speaking to this 
resolution, said: 





Experienced Accountant Seeks a 
New Position 


A New York University graduate 
of 1927, with a B.C.S. degree, who 
has had more than ten years of 
experience, is looking for a new 
connection; will work for $200 a 
month. His experience covers in- 
ternal and branch auditing, cash dis- 
bursement records, bank reconcilia- 
tions, general ledger, financial state- 
ments, taxes; public accounting as a 
semi-senior; credits and collections, 
in charge of cashier’s department. 
Excellently recommended. Address 
No. 220, Controllers Institute of 
America. 











“Mr. Anzalone spent much time organ- 
izing this Control, and spent a great deal 
of time and effort afterward. We should 
all be grateful for his services during the 
past two years. He worked very hard as 
we went along.” Another comment was: 
“He has been very patient and everlast- 
ingly at it. He is entitled to a great deal 
of credit.” 


MINOR AMENDMENTS OF 
SECURITIES COMMISSION 
FORMS 


The Securities and Exchange Com- 
mission has made a minor amendment 
to Forms 12-K and 12A-K, the annual 
report forms for certain companies 
which have securities listed on a na- 
tional securities exchange and which 
file annual reports pursuant to section 
20 of the Interstate Commerce Act or 
section 219 of the Communications 
Act of 1934. These forms require that 
copies of annual reports to the Inter- 
state Commerce Commission or the 
Federal Communications Commission 
be filed as exhibits, but permit the filing 
of certain selected schedules of Form 
A of the Interstate Commerce Com- 
mission instead of copies of complete 
reports on that form. The amendment 
is for the purpose of deleting from 
the list of selected schedules a sched- 
ule which is no longer contained in 
Form A of the Interstate Commerce 
Commission. 

The Commission will again print 
and furnish to registrants copies of 
the “Extract from Annual Report 
Form A of the Interstate Commerce 
Commission.” These extracts will be 
available for distribution after Febru- 
ary 15, 1938. Printed copies of the 
various other forms of the Interstate 
Commerce Commission and the Fed- 
eral Communications Commission will 
likewise be furnished by the Securi- 
ties and Exchange Commission to any 
registrant which desires to use them 
and which notifies the Commission on 
or before February 15, 1938, of the 
exact number of copies which it will 
require and the names of the com- 
panies for which the copies will be 
needed. 





INSTITUTE ACTIVITIES-COMMUNICATIONS 


Courts’ Attitude toward Taxing Powers 

A feature article which it is believed 
will be of exceptional interest and value 
is to be published in the March issue of 
THE CONTROLLER, describing the attitude 
of the courts toward the government’s 
powers to levy and collect taxes. Many 
important decisions, handed down during 
the year, are discussed. The paper is by 
Mr. F. P. Hagaman, controller of the 
Standard Oil Company of Louisiana. 
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PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today: 


Rectigraph Division of 


THE HALOID COMPANY 


701 Haloid St., Rochester, N. Y. 
Branch Offices in Principal Cities 

















atement 


Gets the cash! 


hs Underwood 

Elliott Fisher Ac- 

counting Machines 

speed your statements 

into the mail-bags 

right on time for prompt first-of- 
the-month delivery. Give your ac- 
counts first chance at debtors’ check 
books. The early statement usually 
gets the cash! 

Early statements are a by-product 
of Underwood Elliott Fisher ma- 
chine accounting. In many organi- 
zations statements are built up day 
by day by the same key strokes that 
post sales records, customers’ ledg- 
ers, control sheets and any special 


Underwood Elliott Fisher makes three com- 
plete lines of accounting machines with a 
wide variety of models in each. Prices are as 
low as $700. Every machine is backed by na- 
tion-wide, company-owned serrice facilities. 





forms that may be 

required. Under- 

wood Elliott 

Fisher Account- 

ing Machines al- 

low each key stroke of the oper- 
ator’s fingers to do multiple duty. 
No matter what your accounting 
problem may be let Underwood 
Elliott Fisher work out its solution 
with your own accounting organi- 
zation. Underwood Elliott Fisher 


machines will do a complete ac- 
counting job... maintain your 
books in daily balance, keep up-to- 
the-minute figure facts constantly 
on tap and produce all the payroll 
records required by the Federal 
Social Security Act in one opera- 
tion—in general give you a better, 
more economical accounting job. 
Telephone our nearest Branch or 
write for full particulars today. 


Accounting Machine Division, UNDERWOOD ELLIOTT FISHER COMPANY 


Accounting Machines... 


Typewriters.../ 


Adding Machines... Carbon Paper, Ribbons and 


other Supplies « One Park Avenue, New York, N. Y. © Sales and Service Everywhere 


UNDERWOOD ELLIOTT FISHER SPEEDS THE WORLD’S BUSINESS 
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ELLIOTT FISHER ACCOUNTING MACHINES 
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Elliott Fisher model w.th the exclusive flat writing sur- 


face m general use in hundreds of indu tries 
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| a Your Business... 


THROUGH MODERN BUSINESS MACHINES AND METHODS 


i the possibilities which exist in your business, 
in the light of present-day conditions. Times have changed, 
new demands have developed and new standards have 
been set up, but the prime object of business today, as in 
other days, is to build profits. 


As the machines of manufacturing and construction 
have moved forward to meet new production demands, so 
have accounting machines been developed to record and 
facilitate those demands. 


Today, the call for accuracy and speed in obtaining impor- 
tant business facts is ideally 
answered by International 
Business Machines. 


International Business 
Machines and methods 


INTERNATIONAL 


BUSINESS S* MACHINES 


simplify routines. save time and furnish short-cut pro- 
cedures. They bring efficiency and a saving of money, min- 
utes and material. Today, they are serving business and 
government in seventy-nine different countries. 


Find out how you can rediscover profitable possibilities 
in your business with International Business Machines. 


These machines include International Electric Book- 
keeping and Accounting Machines, International Time 
Recorders and Electric Time Systems, International In- 
dustrial Scales, International Electric Writing Machines, 
International Protective Devices, The 
International Ticketograph, and I[nter- 
national Proof Machine for Banks. 


World Headquarters Building 
590 Madison Ave., New York, N. Y. 
Branch Offices in Principal Cities of the World 


CORPORATION 








